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4.  Former  Part  203,  relating  to  conduct 
of  members  and  employees  and  former 
members  and  employees  of  the  Commis¬ 
sion,  has  been  superseded  by  Subparts  B 
and  C  of  Part  200. 

PART  200 — ORGANIZATION;  CON¬ 
DUCT  AND  ETHICS;  AND  INFOR¬ 
MATION  AND  REQUESTS 

Subpart  A — Organization  and  Program 
Management 

Commission  Origin  and  Authority 

Sec. 

200.1  General  statement  and  statutory  au¬ 

thority. 

200.2  Statutory  functions. 

General  Organization 

200.10  The  Commission. 

200.11  Organizational  structure. 

200.12  Functional  responsibilities. 

200.13  The  Secretary  of  the  Commission. 

200.14  Adviser  to  the  Commission. 

200.15  Hearing  Examiners. 

200.16  Director  of  the  Office  of  Opinion 

Writing. 

200.17  The  Executive  Director. 

200.18  Director  of  the  Division  of  Corpora¬ 

tion  Finance. 

200.10  Director  of  the  Division  of  Trading 
and  Exchanges. 

200.20  Director  of  the  Division  of  Corporate 

Regulation. 

200.21  The  General  Counsel. 

200.22  The  Chief  Accountant. 

200.23  Director  of  the  Division  of  Adminis¬ 

trative  Management. 

200.24  The  Regional  Administrators. 

200.25  Issuance  of  Instructions. 

200.26  Rules. 

Subparl  8— Regulation  Concerning  Conduct  of 
Members  and  Employees  and  Former  Members 
and  Employees  of  the  Commission 

200.31  General  statement  of  policy. 

200.32  Outside  or  private  employment. 

200.33  Securities  transactions. 

200.34  Action  in  cases  of  personal  interest. 

200.35  Negotiation  for  private  employment. 

200.36  Practice  by  former  members  and  em¬ 

ployees  of  the  Commission. 

200.37  Employees  on  leave  of  absence. 

200.38  Violation  and  participation  in  viola¬ 

tion  of  rules. 

200.39  Payment  of  tax  obligations  of  em¬ 

ployees. 

Subpart  C — Canons  of  Ethics 

200.50  Authority. 

200.51  Policy. 

200.52  Copies  of  the  Canons. 

200.53  Preamble. 

200.54  Constitutional  obligations. 

200.55  Statutory  obligations. 


Sec. 

200.56  Personal  conduct. 

200.57  Relationships  with  other  members. 

200.58  Maintenance  of  independence. 

200.59  Relationship  with  persons  subject  to 

regulation. 

200.60  Qualification  to  participate  in  par¬ 

ticular  matters. 

200.61  Impressions  of  Influence. 

200.62  Ex  parte  communications. 

200.63  Commission  opinions. 

200.64  Judicial  review. 

200.65  Legislative  proposals. 

200.66  Investigations. 

200.67  Power  to  adopt  rules. 

200.68  Promptness. 

200.69  Conduct  toward  parties  and  their 

counsel. 

200.70  Business  promotions. 

200.71  Fiduciary  relationships. 

200.72  Supervision  of  Internal  organization. 

m 

Subpart  D — Information  and  Requests 

200.80  Information  and  requests. 

Authority:  $§  200.01  to  200.80  issued  under 
secs.  19,  23,  48  Stat.  85,  901,  as  amended,  sec. 
20,  49  Stat.  833  ,  53  Stat.  1173,  secs.  38,  211, 
54  Stat.  841,  855;  15  U.S.C.  77s,  77sss,  78w, 
79t,  80a-37,  80b-ll. 

Subpart  A — Organization  and 
Program  Management 

§  200.1  General  statement  and  statutory 
authority. 

The  Securities  and  Exchange  Commis¬ 
sion  was  created  in  1934  under  the 
Securities  Exchange  Act.  That  Act 
transferred  to  the  Commission  the  ad¬ 
ministration  of  the  Securities  Act  of  1933, 
formerly  administered  by  the  Federal 
Trade  Commission.  Subsequent  acts 
assigned  to  the  Securities  and  Exchange 
Commission  for  administration  are: 
Public  Utility  Holding  Company  Act  of 
1935,  Trust  Indenture  Act  of  1939,  In¬ 
vestment  Company  Act  of  1940,  and 
Investment  Advisers  Act  of  1940.  By  the 
terms  of  Chapter  X  of  the  Bankruptcy 
Act,  as  amended  in  1938,  the  Commission 
serves  under  certain  circumstances  as 
adviser  to  United  States  District  Courts 
in  connection  with  reorganization  pro¬ 
ceedings  for  debtor  corporations. 

§  200.2  Statutory  functions. 

Following  are  brief  descriptions  of  the 
functions  of  the  Commission  under  each 
of  the  statutes  it  administers: 

(a)  Securities  Act  of  1933.  (1)  Issuers 
of  securities  publicly  offered  for  sale  in 
interstate  commerce  or  through  the  mails 
are  required  to  file  with  the  Commission 
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Chapter  II — Securities  and  Exchange 
Commission 

PART  200 — ORGANIZATION;  CON¬ 
DUCT  AND  ETHICS;  AND  INFOR¬ 
MATION  AND  REQUESTS 

PART  201— RULES  OF  PRACTICE 

PART  202— INFORMAL  AND  OTHER 
PROCEDURES 

PART  203— CONDUCT  OF  MEMBERS 
AND  EMPLOYEES  AND  FORMER 
MEMBERS  AND  EMPLOYEES  OF 
THE  COMMISSION 

Preamble.  1.  Pursuant  to  the  provi¬ 
sions  of  section  3  of  the  Administrative 
Procedure  Act  (5  U.S.C.  1002)  the  Securi¬ 
ties  and  Exchange  Commission  is  estab¬ 
lishing  an  expanded  Part  200,  entitled 
“Organization,  Conduct  and  Ethics,  and 
Information  and  Requests.”  This  part 
will  include  a  revision  of  former  Part  200, 
which  related  only  to  the  organization  of 
the  Commission  and  submittals  and  re¬ 
quests,  and  will  also  include  current  in¬ 
formation  on  the  Commission’s  regula¬ 
tions  concerning  conduct  of  members 
and  employees  and  former  members  and 
employees  of  the  Commission,  on  its 
canons  of  ethics,  and  on  its  practices 
with  respect  to  information  and  requests. 

2.  The  Commission  also  has  revised 
Part  201,  its  rules  of  practice,  in  the  in¬ 
terest  of  providing  for  more  efficient  and 
expeditious  conduct  of  and  disposition  of 
administrative  proceedings  before  the 
Commission.  The  current  revision  is 
designed  largely  to  clarify  existing  pro¬ 
cedures,  restate  the  rules  in  more  logical 
sequence,  eliminate  obsolete  and  redun¬ 
dant  provisions,  and  generally  improve 
the  administrative  process.  To  give  per¬ 
sons  affected  thereby  full  opportunity  to 
become  acquainted  with  the  changes  in 
Part  201,  the  revision  will  not  become 
effective  until  October  1,  1960,  except 
that  §  201.24,  relating  to  incorporation 
by  reference,  will  not  become  effective 
until  January  1,  1961. 

3.  The  Commission  has  revised  Part 
202,  dealing  with  informal  and  other  pro¬ 
cedures,  to  bring  the  part  up-to-date. 
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registration  statements  containing  infor¬ 
mation  about  the  issuer  and  the  offering. 
Unless  a  registration  statement  is  in 
effect  with  respect  to  such  securities,  it  is 
unlawful  to  sell  the  securities  in  inter¬ 
state  commerce  or  through  the  mails. 
(There  are  certain  limited  exemptions, 
such  as  government  securities,  non-pub¬ 
lic  offerings,  and  intrastate  offerings.) 
The  effectiveness  of  a  registration  state¬ 
ment  may  be  refused  or  suspended  if 
it  contains  material  misstatements  or 
omissions,  thus  barring  sale  of  the  securi¬ 
ties  until  it  is  appropriately  amended. 
Registration  is  not  a  finding  of  the  Com¬ 
mission  as  to  the  accuracy  of  the  facts 
disclosed;  and  it  is  not  lawful  so  to 
represent.  Moreover,  registration  of 
securities  does  not  imply  approval  of  the 
issue  by  the  Commission  or  insure  in¬ 
vestors  against  loss  in  their  purchase, 
but  serves  rather  to  make  available  to 
investors  the  issuer’s  statement  of  facts 
upon  which  investors  may  reach  invest¬ 
ment  decisions. 

(2)  Persons  responsible  for  filing  false 
Information  with  the  Commission  sub¬ 
ject  themselves  to  the  risk  of  fine  or 
imprisonment  or  both;  and  the  issuing 
company,  its  directors  and  other  officers, 
and  the  underwriters  and  dealers  may  be 
liable  in  damages  to  purchasers  of 
registered  securities  if  the  disclosures  in 
the  registration  statements  and  pros¬ 
pectus  are  materially  defective.  Also 
the  statute  contains  general  antifraud 
provisions  that  are  not  limited  to  regis¬ 
tered  securities.  These  provide  a  basis 
for  suits  by  private  parties,  for  injunc¬ 
tive  actions  by  the  Commission,  and  for 
criminal  prosecution. 

(b)  Securities  Exchange  Act  of  1934. 
This  Act  requires  the  filing  of  registra¬ 
tion  applications  and  annual  and  other 
reports  with  national  securities  ex¬ 
changes  and  the  Commission,  by  com¬ 
panies  whose  securities  are  listed  upon 
the  exchanges.  These  must  contain 
financial  and  other  data  prescribed  by 
the  Commission  for  the  information  of 
investors.  Material  misstatements  or 
omissions  are  grounds  for  suspension  or 
withdrawal  of  the  security  from  ex¬ 
change  trading.  This  Act  makes  unlaw¬ 
ful  proxy  solicitations  for  meetings  of 
listed  companies  in  contravention  of 
rules  prescribed  by  the  Commission.  The 
rules  so  prescribed  provide  for  disclosures 
to  securities  holders  of  information  rele¬ 
vant  to  the  proposals  which  are  the  sub¬ 
ject  of  solicitations.  The  Act  also 
requires  disclosure  by  officers,  directors, 
and  large  (10%)  security  holders  of 
companies  with  listed  equity  securities, 
of  their  holdings  of  and  transactions  in 
the  equity  securities  of  such  companies. 
The  Act  also  provides  for  registration 
by  the  Commission  and  for  certain  regu¬ 
lations  by  the  Commission  of  national 
securities  exchanges,  brokers  and  dealers 
engaged  in  an  over-the-counter  securi¬ 
ties  business,  and  national  associations 
of  such  dealers.  It  contains  provisions 
for  rule  making  power  in  the  Commission 
with  respect  to  short  sales,  stabilizing, 
floor  trading,  activities  of  specialists  and 
odd-lot  dealers,  and  such  matters  as  ex¬ 
cessive  trading  by  the  exchange  mem¬ 
bers.  The  Act  empowers  the  Board  of 
Governors  of  the  Federal  Reserve  System 


to  prescribe  minimum  itargin  require¬ 
ments  with  respect  to  listed  securities. 

(c)  Public  Utility  Holding  Company 
Act  of  1935.  This  Act  provides  for  regu¬ 
lation  by  the  Commission  of  the  purchase 
and  sale  of  securities,  properties,  and 
other  asets  by  companies  comprised 
within  electric  and  gas  utility  holding 
company  systems,  their  intra-system 
transactions,  service  and  management 
arrangements.  It  further  provides  for 
limitation  of  system  operations  to  physi¬ 
cally  integrated  and  coordinated  proper¬ 
ties,  and  simplification  of  complex 
corporate  and  capital  structures  and 
elimination  of  unfair  distribution  of  vot¬ 
ing  power.  The  issuance  and  sale  of 
securities  by  holding  companies  and  their 
subsidiaries,  unless  exempt  (subject  to 
conditions  and  terms  which  the  Com¬ 
mission  is  empowered  to  impose)  as  an 
issue  expressly  authorized  by  the  state 
in  which  the  issuer  is  incorporated,  must 
be  found  by  the  Commission  to  meet 
statutory  standards,  namely:  that  the 
new  security  is  reasonably  adapted  to  the 
security  structure  and  earning  power  of 
the  issuer;  that  the  proposed  financing  is 
necessary  and  appropriate  to  the  eco¬ 
nomical  and  efficient  operation  of  the 
company’s  business;  that  the  considera¬ 
tion  received,  and  fees,  commissions,  and 
other  remuneration  paid  are  fair;  and 
that  the  terms  and  conditions  of  the  sale 
are  not  detrimental  to  investors,  con¬ 
sumers,  or  the  publie.  The  purchase 
and  sale  of  utility  properties  and  other 
assets  may  not  be  made  in  contravention 
of  rules,  regulations,  or  orders  of  the 
Commission  regarding  the  consideration 
to  be  received,  maintenance  of  competi¬ 
tive  conditions,  fees  and  commissions, 
accounts,  disclosure  of  interest,  and  simi¬ 
lar  matters.  In  passing  upon  proposals 
for  reorganization,  merger,  or  consolida¬ 
tion,  the  Commission  must  be  satisfied 
that  the  objectives  of  the  act  generally 
are  complied  with  and  that  the  terms  of 
the  proposals  are  fair  and  equitable  to 
all  classes  of  security  holders  affected. 

(d)  Trust  Indenture  Act  of  1939.  This 
act  is  designed  to  safeguard  the  interests 
of  purchasers  of  publicly  offered  debt 
securities  issued  under  trust  indentures 
through  provisions  requiring  in  such  in¬ 
dentures  the  elimination  of  certain  types 
of  exculpatory  clauses  and  the  inclusion 
of  certain  protective  provisions.  The 
act  also  requires  that  the  indenture 
trustee,  who  is  a  representative  of  the 
debt  holders,  shall  be  “independent"  and 
free  of  certain  prescribed  interests  which 
might  conflict  with  the  proper  exercise 
of  his  duties. 

(e)  Investment  Company  Act  of  1940. 
This  act  provides  for  the  registration 
with  the  Commission  of  investment 
trusts  and  investment  companies  and 
subjects  their  activities  to  regulation  in 
accordance  with  standards  prescribed  in 
the  interests  of  protecting  investors. 
Various  transactions  of  investment  com¬ 
panies,  including  transactions  with  af¬ 
filiated  interests,  are  prohibited  unless 
exempted  by  the  Commission.  The  Com¬ 
mission  is  authorized  to  prepare  reports 
to  security  holders  on  the  fairness  of 
plans  of  reorganization,  merger  or  con¬ 
solidation;  it  may  institute  court  action 
to  enjoin  thf  consummation  of  plans 


considered  grossly  unfair  to  security 
holders,  or  to  enjoin  acts  and  practices 
of  management  involving  gross  miscon¬ 
duct  or  gross  abuse  of  trust  and  to  dis¬ 
qualify  from  office  officials  responsible 
therefor. 

(f)  Investment  Advisers  Act  of  1940 , 
Persons  who,  for  compensation,  engage 
in  the  business  of  advising  others  with 
respect  to  their  security  transactions 
must  register  with  the  Commission. 
Their  activities  in  the  conduct  of  such 
business  are  subject  to  standards  of  the 
act  which  make  unlawful  those  practices 
which  constitute  fraud  or  deceit  and 
which  require,  among  other  things,  dis¬ 
closure  of  any  interests  they  may  have 
in  transactions  executed  for  clients.  It 
empowers  the  Commission  to  seek  an  in¬ 
junction  against  unlawful  activity  of 
registered  investment  advisers  or  to  refer 
evidence  of  violations  to  the  Attorney 
General  for  criminal  prosecution. 

(g)  Chapter  X  of  the  Bankruptcy  Act. 
Chapter  X  of  the  Bankruptcy  Act  pro¬ 
vides  for  Commission  participation,  as 
adviser  to  the  courts,  in  corporate  reor¬ 
ganization  proceedings  pursuant  to 
Chapter  X.  The  Commission  may  advise 
the  court  with  respect  to  the  feasibility 
and  fairness  of  proposed  plans  of  reor¬ 
ganization  and  other  matters  arising 
during  the  course  of  the  proceedings. 

General  Organization 
§  200.10  The  Commission. 

The  Commission  is  composed  of  five 
members,  not  more  than  three  of  whom 
may  be  members  of  the  same  political 
party.  The  members  are  appointed  by 
the  President,  with  the  advice  and  con¬ 
sent  of  the  Senate,  for  5-year  terms,  one 
term  ending  each  year.  The  Chairman  is 
designated  by  the  President  of  the  United 
States  pursuant  to  the  provisions  of 
section  3  of  Reorganization  Plan  No.  10 
of  1950  (3  CFR,  1949-1953  Comp.,  p. 
1006) .  The  Commission  is  assisted  by  a 
staff  which  includes  lawyers,  account¬ 
ants,  engineers,  security  analysts,  and 
examiners,  as  well  as  administrative  and 
clerical  employees. 

§  200.11  Organizational  structure. 

The  organizational  structure  of  the 
staff  is  designed  to  achieve  three  princi¬ 
pal  objectives:  to  secure  in  the  members 
of  the  Commission  control  over  policy 
making;  to  create  the  most  effective  pos¬ 
sible  mechanism  for  enforcing  compli¬ 
ance  with  the  Federal  securities  laws; 
and  to  provide  the  greatest  possible  as¬ 
sistance  to  public  investors  and  to  the 
regulated  industries  in  achieving  com¬ 
pliance  with  the  various  acts.  Duties 
and  responsibilities  are  stated  in  §  200.12. 

§  200.12  Functional  responsibilities. 

This  section  sets  forth  the  administra¬ 
tive  and  substantive  responsibilities  of 
the  Executive  Director,  Division  Direc¬ 
tors,  Office  Heads,  Regional  Administra¬ 
tors,  and  certain  other  Commission 
officers.  All  Commission  officers  and 
other  staff  members,  except  Hearing 
Examiners,  shall  perform,  in  addition  to 
the  duties  herein  set  forth,  such  addi¬ 
tional  duties  as  the  Chairman  of  the 
Commission  may  assign  from  time  to 
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time.  Office  Memorandum  157,  dated 
October  13,  1948,  is  .hereby  rescinded. 

§  200.13  The  Secretary  of  the  Commis¬ 
sion. 

The  Secretary  of  the  Commission  shall 
have  the  ultimate  responsibility  to  the 
Commission  for  the  preparation  and 
maintenance  of  official  records  of  Com¬ 
mission  action,  the  custody  of  the  official 
seal  of  the  Commission  and  the  certifica¬ 
tion  and  authentication  of  documents 
reflecting  official  Commission  action,  and 
for  the  furnishing  of  information  con¬ 
cerning  Commission  actions  and  func¬ 
tions  to  the  press  and  the  public. 

§  200.14  Adviser  to  the  Commission. 

The  Adviser  to  the  Commission  is  re¬ 
sponsible  for  presenting  to  the  Commis¬ 
sion  an  independent  viewpoint  with 
respect  to  problems  and  matters  in  the 
entire  field  of  capital  formation  under 
the  several  statutes  administered  by  the 
Commission.  He  is  responsible  for  un¬ 
dertaking  such  studies  as  may  be  nec¬ 
essary  to  carry  out  his  advisory  func¬ 
tions.  He  is  also  responsible  for 
providing  advice,  guidance,  and  assist¬ 
ance  to  Division  and  Office  Heads  and 
their  staffs  in  the  development  of  pro¬ 
grams  and  in  connection  with  cases  or 
matters  of  first  impression  or  of  major 
significance  to  the  Commission  in  the 
administration  and  enforcement  of  the 
Federal  Securities  Laws. 

§  200.15  Hearing  Examiners. 

Hearing  Examiners  preside  at  public 
and  private  hearings  and  examinations 
held  under  the  various  statutes  adminis¬ 
tered  by  the  Commission  and  in  appro¬ 
priate  cases  prepare  recommended  deci¬ 
sions.  The  assignment  of  Hearing 
Examiners  to  particular  cases  or  pro¬ 
ceedings  shall  be  made  by  the  Chairman 
or  such  person  as  he  may  designate. 

§  200.16  Director  of  the  Office  of  Opin¬ 
ion  Writing. 

The  Director  of  the  Office  of  Opinion 
Writing  shall  have  the  ultimate  respon¬ 
sibility  to  the  Commission  for  the  prep¬ 
aration  of  the  opinions  of  the  Commis¬ 
sion,  including  opinions  and  decisions 
on  motions  and  certifications  of  ques¬ 
tions  and  rulings  by  Hearing  Examiners 
in  the  course  of  administrative  proceed¬ 
ings,  except  in  cases  where,  pursuant  to 
a  waiver  by  the  parties  of  separation  of 
function  requirements,  another  Division 
or  Office  of  the  Commission’s  staff  under¬ 
takes  to  prepare  such  Findings  and 
Opinion,  in  which  cases  the  Director 
may  assist  in  such  preparation.  He  shall 
also  have  responsibility  for  the  prepara¬ 
tion  of  the  Commission’s  Annual  Report 
to  the  Congress,  including  the  editing  of 
material  submitted  by  various  staff  units, 
and  joint  responsibility  with  the  Gen¬ 
eral  Counsel  in  dealing  with  general 
problems  arising  under  the  Administra¬ 
tive  Procedure  Act,  including  the  revi¬ 
sion  or  adoption  of  Rules  of  Practice. 

§  200.17  The  Executive  Director. 

The  Executive  Director  of  the  Com¬ 
mission  shall  be  the  chief  administrative 
official  of  the  Commission.  He  shall 
have  the  direct  responsibility  to  'the 
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Chairman  for  the  administration  of  the 
Commission  to  the  extent  that  the 
Chairman  has  delegated  or  may  delegate 
his  authority  as  set  forth  in  Reorgani¬ 
zation  Plan  10  of  1950,  including,  without 
thereby  limiting,  the  administrative  di¬ 
rection  and  coordination  of  the  divisions 
and  offices  in  the  Headquarters  Office 
and  the  Regional  Offices  in  the  field.  He 
shall  have  the  ultimate  responsibility  to 
the  Commission  for  the  administrative 
matters  reserved  to  the  Commission  by 
Reorganization  Plan  10  of  1950.  He 
shall  also  serve  as  the  Director  of  the 
Division  of  Administrative  Management 
and  shall  be  responsible  for  the  admin¬ 
istration  of  the  Regulation  Regarding 
Conduct  of  Members  and  Employees  and 
Former  Members  and  Employees  of  the 
Commission.  Where  operating  divisions 
and  offices  in  the  Headquarters  Office  in 
Washington  and  the  field  offices  are  un¬ 
able  to  reach  agreement  as  to  the  priority 
and  execution  of  any  proceeding,  inves¬ 
tigation  or  project  to  be  performed  by 
the  field  offices,  the  question  shall  be 
referred  promptly  to  the  Executive 
Director. 

§  200.18  Director  of  the  Division  of  Cor¬ 
poration  Finance. 

The  Director  of  the  Division  of  Corpo¬ 
ration  Finance  shall  have  the  ultimate 
responsibility  to  the  Commission  for  the 
administration  and  enforcement  of  all 
matters  relating  to  establishing  and  re¬ 
quiring  adherence  to  standards  of  eco¬ 
nomic  and  financial  reporting  with  re¬ 
spect  to  securities  trade  on  exchanges  or 
offered  for  public  sale  pursuant  to  regis¬ 
tration  or  exemptive  regulations,  estab¬ 
lishing  and  requiring  adherence  to 
standards  of  fair  disclosure  in  the  solici¬ 
tation  of  proxies  for  election  of  directors 
and  other  corporate  actions,  enforce¬ 
ment  of  the  standards  set  forth  in  the 
Trust  Indenture  Act  of  1939  regarding 
indentures  covering  debt  securities,  and 
enforcing  of  financial  reporting  and  dis¬ 
closure  provisions  applicable  to  invest¬ 
ment  companies  and  reviewing  their 
sales  literature.  These  duties  shall  in¬ 
clude  the  ultimate  responsibility  to  the 
Commission  for  the  administration  and 
enforcement  of  disclosure  and  related 
requirements  of  the  Securities  Act  of 

1933,  the  Securities  Exchange  Act  of 

1934,  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935,  the  Trust  Indenture 
Act  of  1939,  and  the  Investment  Com¬ 
pany  Act  of  1940,  as  listed  below,  which 
responsibility  shall  extend  to  matters 
arising  in  the  Headquarters  Office  and 
in  the  field  offices: 

(a)  All  matters  under  the  Securities 
Act  of  1933  arising  from  or  pertaining  to 
material  filed  pursuant  to  the  require¬ 
ments  of  that  Act. 

(b)  All  matters  arising  under  the  Se¬ 
curities  Exchange  Act  of  1934  in  con¬ 
nection  with : 

(1)  The  registration  of  securities  on 
national  securities  exchanges  pursuant 
to  section  12  of  that  Act. 

(2)  The  examination  and  processing 
of  periodic  reports  filed  pursuant  to  sec¬ 
tions  13  and  15(d)  of  that  Act. 

(3)  The  examination  and  processing 
of  proxy  soliciting  material  pursuant  to 
section  14  of  that  Act. 
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(4)  The  examination  and  processing 
of  ownership  reports  filed  under  section 
16(a)  of  that  Act. 

(5)  The  denial  or  suspension  of  reg¬ 
istration  of  securities  listed  on  national 
securities  exchanges,  pursuant  to  section 
19(a)  (2)  of  that  Act,  arising  from  failure 
to  comply  with  the  reporting  provisions 
of  the  Act. 

(c)  The  examination  and  processing 
of  proxy  material  filed  under  the  Public 
Utility  Holding  Company  Act  of  1935 
and  subject  to  §§  240.14a-l  to  240.14a-ll 
of  this  chapter  issued  under  the  Secu¬ 
rities  Exchange  Act  of  1934,  and  the 
examination  of  reports  filed  under  sec¬ 
tion  17(a)  of  the  Public  Utility  Holding 
Company  Act  of  1935. 

(d)  All  matters  rising  under  the  Trust 
Indenture  Act  of  1939. 

(e)  All  matters  relating  to  disclosure 
and  reporting  and  the  enforcement 
thereof  under  the  following  sections  of 
the  Investment  Company  Act  of  1940: 

(1)  Sections  8(a)  through  8(e)  of  that 
Act,  relating  to  the  registration  of  in¬ 
vestment  companies. 

(2)  Section  14(a)  of  that  Act,  insofar 
as  it  relates  to  notice  of  disclosure  with 
respect  to  dividends. 

(3)  Section  19  of  that  Act,  insofar  as 
it  relates  to  notice  of  and  disclosure  with 
respect  to  dividends. 

(4)  Section  20(a)  and  any  other  sec¬ 
tions  of  that  Act,  insofar  as  they  relate 
to  proxy  solicitation  material. 

(5)  Section  24  of  that  Act,  relating  to 
registration  under  the  Securities  Act  of 
1933  and  to  disclosure  in  sales  literature. 
(The  Directors  of  the  Divisions  of  Cor¬ 
poration  Finance  and  Corporate  Regula¬ 
tion  shall  have  joint  responsibility  to  the 
Commission  with  respect  to  the  content 
of  the  Statement  of  Policy  Relating  to 
Investment  Company  Sales  Literature.) 

(6)  Section  30  of  that  Act,  insofar  as 
it  relates  to  periodic  and  ownership 
reports. 

§  200.19  Director  of  the  Division  of 
Trading  and  Exchanges. 

The  Director  of  the  Division  of  Trad¬ 
ing  and  Exchanges  shall  have  the  ulti¬ 
mate  responsibility  to  the  Commission 
for  the  administration  and  enforcement 
of  all  matters  relating  to  the  regulation 
of  exchanges,  national  securities  associ¬ 
ations,  brokers,  dealers  and  investment 
advisers;  the  institution  and  conduct  of 
proceedings  to  revoke  or  deny  the  regis¬ 
tration  of  brokers  and  dealers;  the  pre¬ 
vention  of  fraudulent  trading  practices 
and  market  manipulations;  the  supervi¬ 
sion  of  investigation  and  enforcement 
activities,  except  as  assigned  to  other 
operating  divisions  or  offices  in  the 
Headquarters  Office;  and  the  conduct  of 
statistical  functions.  These  duties  shall 
include  the  ultimate  responsibility  to  the 
Commission  for  the  administration  and 
enforcement  of  matters  arising  under  the 
Securities  Act  of  1933,  the  Securities 
Exchange  Act  of  1934,  the  Public  Utility 
Holding  Company  Act  of  1935,  the  In¬ 
vestment  Company  Act  of  1940,  and  the 
Investment  Advisers  Act  of  1940,  as 
specified  below,  which  responsibility 
shall  extend  to  matters  arising  in  the 
Headquarters  Office  and  in  the  field 
offices: 
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(a)  Investigations  of  violations  or 
suspected  violations  of  sections  5  and  17 
of  the  Securities  Act  of  1933,  except  those 
arising  from  or  pertaining  to  material 
filed  pursuant  to  the  provisions  of  that 
Act. 

(b>  Administration  and  enforcement 
of  all  matters  arising  under  the  Securi¬ 
ties  Exchange  Act  of  1934,  except: 

(1)  The  examination  and  processing 
of  applications  for  registration  of  securi¬ 
ties  on  national  securities  exchanges  pur¬ 
suant  to  section  12  of  that  Act. 

(2)  The  examination  and  processing 
of  periodic  reports  filed  pursuant  to  sec¬ 
tions  13  and  15(d)  of  that  Act. 

(3)  The  examination  and  processing 
of  proxy  solicitating  material  pursuant  to 
section  14  of  that  Act. 

(4)  The  examination  and  processing 
of  ownership  reports  filed  under  section 
16(a)  of  that  Act. 

(5)  The  denial  or  suspension  of  reg¬ 
istration  of  securities  listed  on  national 
securities  exchanges,  pursuant  to  sec¬ 
tion  19(a)  (2)  by  reason  of  failure  to 
comply  with  the  reporting  requirements 
of  that  Act. 

(c)  Investigations  initiated  pursuant 
to  the  provisions  of  section  12(h)  of  the 
Public  Utility  Holding  Company  Act  of 
1935. 

(d)  Investigations  initiated  pursuant 
to  the  provisions  of  the  Investment  Com¬ 
pany  Act  of  1940. 

(e)  Administration  and  enforcement 
of  all  matters  arising  under  the  Invest¬ 
ment  Advisers  Act  of  1940. 

(f)  The  Director  shall  have  responsi¬ 
bility  for  the  institution  of  injunctive 
actions  arising  out  of  the  above  listed 
matters  and  for  the  determination  of 
whether  the  available  evidence  supports 
the  allegations  in  the  proposed  com¬ 
plaint.  The  General  Counsel  shall  be 
consulted  concerning  the  form  and  sub¬ 
stance  of  the  complaint  and  any  court 
papers  and,  upon  the  filing  of  the  com¬ 
plaint,  the  General  Counsel  shall  have 
responsibility  for  supervising  the  fur¬ 
ther  course  of  the  litigatioii. 

§  200.20  Director  of  the  Division  of  Cor¬ 
porate  Regulation. 

The  Director  of  the  Division  of  Cor¬ 
porate  Regulation  shall  have  the  ulti¬ 
mate  responsibility  to  the  Commission 
for  the  administration  and  enforcement 
of  all  matters  arising  under  the  Public 
Utility  Holding  Company  Act  of  1935, 
the  regulatory  provisions  of  the  Invest¬ 
ment  Company  Act  of  1940,  and  the 
Commission’s  responsibilities  under 
Chapter  X  and  XI  of  the  Bankruptcy 
Act,  as  listed  below,  which  responsibility 
shall  extend  to  matters  arising  in  the 
Headquarters  Office  and  in  the  field 
offices : 

(a)  The  administration  and  enforce¬ 
ment  of  all  matters  arising  under  the 
Public  Utility  Holding  Company  Act  of 
1935,  except: 

(1)  The  examination  and  processing 
of  proxy  solicitation  material  which  is 
subject  to  §§  240.14a-l  to  240.14a-ll  of 
this  chapter  under  the  Securities  Ex¬ 
change  Act  of  1934. 

(2)  Investigations  pursuant  to  section 
12(h)  of  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935. 


(3)  The  examination  and  processing 
of  ownership  reports  filed  under  section 
17(a)  of  that  Act. 

(b)  The  administration  and  enforce¬ 
ment  of  all  matters  arising  under  the 
Investment  Company  Act  of  1940,  except 
investigations,  and  except  matters  relat¬ 
ing  to  disclosure  and  reporting  and 
enforcement  thereof  under  the  follow¬ 
ing  sections: 

(1)  Sections  8(a)  through  8(e)  of  that 
Act,  relating  to  the  registration  of  in¬ 
vestment  companies. 

(2)  Section  14(a)  of  that  Act,  insofar 
as  it  relates  to  registration  under  the 
Securities  Act  of  1933. 

(3)  Section  19  of  that  Act.  insofar  as 
it  relates  to  notice  of  and  disclosure  with 
respect  to  dividends. 

(4)  Section  20(a)  of  that  Act,  and  any 
other  sections,  insofar  as  they  relate  to 
proxy  solicitation  material. 

(5)  Section  24  of  that  Act,  relating  to 
registration  under  the  Securities  Act  of 
1933  and  to  disclosure  in  sales  literature. 
(The  Directors  of  the  Divisions  of  Cor¬ 
poration  Finance  and  Corporate  Regu¬ 
lation  shall  have  joint  responsibility  to 
the  Commission  with  respect  to  the  con¬ 
tent  of  the  Statement  of  Policy  Relating 
to  Investment  Company  Sales  Litera¬ 
ture.) 

(6)  Section  30  of  that  Act,  relating  to 
periodic  and  ownership  reports. 

(c)  All  matters  relating  to  the  Com¬ 
mission’s  responsibilities  under' Chapters 
X  and  XI  of  the  Bankruptcy  Act,  in¬ 
cluding  representation  of  the  Commis¬ 
sion  in  the  United  States  District  Courts 
in  cases  involving  those  chapters. 

§  200.21  The  General  Counsel. 

The  General  Counsel  shall  be  the 
chief  legal  officer  of  the  Commission  and 
shall  have  the  ultimate  responsibility  to 
the  Commission  for  the  representation 
of  the  Commission  in  judicial  proceed¬ 
ings  in  which  it  is  involved  as  a  party  or 
as  amicus  curiae,  .directing  and  supervis¬ 
ing  all  civil  litigation  in  the  United  States 
District  Courts  (except  District  Court 
proceedings  under  Chapter  X  of  the 
Bankruptcy  Act),  and  representing  the 
Commission  in  all  cases  in  Appel¬ 
late  Courts.  He  shall  be  ultimately 
responsible  also  for  the  review  of 
cases  to  be  referred  to  the  Department 
of  Justice  with  a  recommendation  for 
criminal  prosecution,  for  advising  the 
Commission  at  the  latter’s  request  or  at 
the  latter’s  request  or  at  the  request  of 
any  Division  Director  or  Office  Head,  or 
when  he  considers  it  appropriate  to  so  on 
his  own  motion,  with  respect  to  inter¬ 
pretations  involving  novel  questions  of 
law,  except  in  situations  where  he  is  pre¬ 
cluded  therefrom  by  separation-of -func¬ 
tions  considerations,  for  the  conduct  of 
administrative  proceedings  relating  to 
the  disqualification  of  professional  per¬ 
sons  from  practice  before  the  Commis¬ 
sion;  for  the  preparation  of  such  new 
legislation  as  the  Commission  may  con¬ 
sider  recommending  to  the  Congress,  for 
the  preparation  of  Commission  com¬ 
ments  to  the  Congress  upon  new  legis¬ 
lation.  He  shall  be  the  Commission’s 
liaison  officer  with  the  Department  of 
Justice,  and  with  the  staffs  of  the  various 


Congressional  committees  which  may 
have  an  interest  in  the  Commission’s 
statutes  or  programs.  He  also  shall  be 
responsible  for  the  review  and  clearance 
of  the  form  and  content  of  articles, 
treatises,  and  prepared  speeches  and 
addresses  by  members  of  the  staff  re¬ 
lating  to  the  Commission  or  to  the 
statutes  and  rules  administered  by  the 
Commission.  These  responsibilities  ex¬ 
tend  to  matters  arising  in  the  Head¬ 
quarters  Office  and  in  the  field  offices  as 
well.  He  also  shall  have  joint  responsi¬ 
bility  with  the  Director  of  the  Office  of 
Opinion  Writing  in  dealing  with  general 
problems  arising  under  the  Administra¬ 
tive  Procedure  Act,  including  the  revi¬ 
sion  or  adoption  of  rules  of  practice. 

§  200.22  The  Chief  Accountant. 

The  Chief  Accountant  of  the  Commis¬ 
sion  shall  be  the  chief  accounting  officer 
of  the  Commission  and  shall  have  the 
ultimate  responsibility  to  the  Commis¬ 
sion  on  accounting  and  auditing  matters 
arising  in  the  administration  of  the  Acts 
administered  by  the  Commission,  par¬ 
ticularly  with  respect  to  new  accounting 
policy  determinations,  the  form  and  con¬ 
tent  of  financial  statements  to  be  filed 
with  the  Commission,  and  the  supervi¬ 
sion  of  procedures  to  be  followed  in  audit 
or  accounting  investigations  conducted 
by  the  Commission  staff.  He  shall  also 
have  responsibility  for  recommending, 
and  assisting  counsel  in  conducting  ad¬ 
ministrative  proceedings  relating  to  the 
disqualification  of  accountants  to  prac¬ 
tice  before  the  Commission. 

§  200.23  Director  of  the  Division  of  Ad¬ 
ministrative  Management. 

The  Director  of  the  Division  of  Ad¬ 
ministrative  Management  shall  have  the 
ultimate  responsibility  to  the  Commis¬ 
sion  and  the  Chairman  for  all  personnel 
management  functions  including  re¬ 
cruitment  and  placement;  for  all  fiscal 
management  functions  including  prep¬ 
aration  of  estimates  of  appropriations 
and  supervision  of  obligation  and  ex¬ 
penditure  of  funds;  for  all  records  man¬ 
agement  functions  including  mainte¬ 
nance  of  general  files  and  public 
reference  services;  and  for  all  general 
administrative  functions  including 
maintenance  of  library  and  duplicating 
services  and  purchase  and  issuance  of 
supplies  and  equipment. 

§  200.24  The  Regional  Administrators. 

Each  Regional  Administrator  shall 
have  the  responsibility  within  his  geo¬ 
graphical  region  (except  as  specified  be¬ 
low  with  regard  to  matters  arising  under 
Chapters  X  and  XI  of  the  Bankruptcy 
Act)  for  executing  the  Commission’s  re¬ 
sponsibilities  under  the  various  Acts  ad¬ 
ministered  by  the  Commission  subject  to 
the  supervision  and  direction  of  the 
Executive  Director,  the  Division  Direc¬ 
tors,  the  General  Counsel  and  the  Chief 
Accountant  within  their  respective 
spheres  as  set  forth  above.  The  Re¬ 
gional  Administrator’s  responsibilities 
include  particularly  the  investigation  of 
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transactions  in  securities  on  national  se¬ 
curities  exchanges,  in  the  over-the-coun¬ 
ter  market,  and  in  distributions  to  the 
public;  the  examination  of  members  of 
national  securities  exchanges  and  regis¬ 
tered  brokers  and  dealers  including  the 
examination  of  reports  filed  under 
§  240.17a-5  of  this  chapter;  the  exami¬ 
nation  and  processing  of  filings  under 
§§  230.251  to  230.262  of  this  chapter  is¬ 
sued  pursuant  to  section  3(b)  of  the 
Securities  Act  of  1933;  the  prosecution 
of  injunctive  actions  in  United  States 
District  Courts  and  administrative  pro¬ 
ceedings  before  Hearing  Examiners;  the 
rendering  of  assistance  to  United  States 
Attorneys  in  criminal  cases;  and  the 
making  of  the  Commission’s  facilities 
more  readily  available  to  the  public  in 
that  region.  In  addition,  the  New  York 
Regional  Administrator  shall  be  respon¬ 
sible  for  the  participation  in  proceedings 
under  Chapters  X  and  XI  of  the  Bank¬ 
ruptcy  Act  in  the  New  York  and  Boston 
Regions,  and  in  the  State  of  Pennsyl¬ 
vania;  the  Chicago  Regional  Adminis¬ 
trator  in  the  Chicago,  Fort  Worth  and 
Denver  Regions,  except  for  the  State  of 
Utah;  and  the  San  Francisco  Regional 
Administrator  in  the  San  Francisco  and 
Seattle  Regions,  plus  the  State  of  Utah. 

§  200.25  Issuance  of  instructions. 

Within  the  spheres  of  responsibilities 
heretofore  set  forth,  the  Executive  Direc¬ 
tor,  all  Division  and  Office  Heads,  and 
all  Regional  Administrators  may,  sub¬ 
ject  to  the  approval  of  the  Executive 
Director,  issue  such  definitive  instruc¬ 
tions  as  may  be  necessary  pursuant  to 
this  section. 

(a)  All  existing  procedures  and  au¬ 
thorizations  not  inconsistent  with  this 
section  shall  continue  in  effect  until  and 
unless  modified  by  definitive  instructions 
issued  pursuant  to  this  paragraph. 

§  200.26  Rules. 

The  individual  operating  divisions 
shall  have  the  initial  responsibility  for 
proposing  amendments  to  existing  rules 
or  new  rules  under  the  statutory  provi¬ 
sions  within  the  jurisdiction  of  the  par¬ 
ticular  division.  Where  any  such  pro¬ 
posal  presents  a  legal  problem  or  is  a 
matter  of  first  impression,  or  involves  a 
matter  of  enforcement  policy  or  ques¬ 
tions  involving  statutes  other  than  those 
administered  by  the  Commission,  or  may 
have  an  effect  on  prior  judicial  precedent ' 
or  pending  litigation,  submission  of  the 
proposal  should  be  made  to  the  Office  of 
the  General  Counsel  for  an  expression 
ol  opinion  prior  to  presentation  of  the 
matter  to  the  Commission. 

Subpart  B— Regulation  Concerning 

Conduct  of  Members  and  Employ¬ 
ees  and  Former  Members  and  Em¬ 
ployees  of  the  Commission 
§  200.31  General  statement  of  policy. 

It  is  deemed  contrary  to  Commission 
policy  for  a  member  or  employee  of  the 
Commission  to: 

(a)  Engage,  directly  or  Indirectly,  in 
any  personal  business  transaction  or  pri¬ 
vate  arrangement  for  personal  profit 
which  accrues  from  or  is  based  upon  his 
official  position'  or  authority  or  upon 


confidential  information  which  he  gains 
by  reason  of  such  position  or  authority.1 

(b)  Accept,  directly  or  indirectly,  any 
valuable  gift,  favor,  or  service  from  any 
person  with  whom  he  transacts  business 
on  behalf' of  the  United  States.3 

(c)  Discuss  or  entertain  proposal  for 
future  employment  by  any  person  out¬ 
side  the  Government  with  whom  he  is 
transacting  business  on  behalf  of  the 
United  States.8 

(d)  Divulge  confidential  commercial 
or  economic  information  to  any  unau¬ 
thorized  person,  or  release  any  such  in¬ 
formation  in  advance  of  authorization 
for  its  release.4 

(e)  Become  unduly  involved,  through 
frequent  or  expensive  social  engage¬ 
ments  or  otherwise,  with  any  person 
outside  the  Government  with  whom  he 
transacts  business  on  behalf  of  the 
United  States ;  or 

(f )  Act  in  any  official  matter  with  re¬ 
spect  to  which  there  exists  a  personal 
interest  incompatible  with  an  unbiased 
exercise  of  official  judgment.8 

(g)  Fail  reasonably  to  restrict  his 
personal  business  affairs  so  as  to  avoid 
conflicts  of  interest  with  his  official 
duties. 


1  Members  of  the  Commission  are  subject 
also  to  the  following  prohibition  in  section 
4(a)  of  the  Securities  Exchange  Act  of  1934: 

“*  *  •  No  commissioner  shall  engage  in  any 
other  business,  vocation,  or  employment  than 
that  of  serving  as  commissioner,  nor  shall 
any  commissioner  participate,  directly  or  In¬ 
directly,  in  any  stock-market  operations  or 
transactions  of  a  character  subject  to  regu¬ 
lation  by  the  Commission  pursuant  to  this 
title . 

Detailed  provisions  regarding  outside  or  pri¬ 
vate  employment  and  transactions  in  securi¬ 
ties  and  commodities  are  set  forth  In 
S  §  200.32  and  200.33.  Further  provisions  re¬ 
garding  use  and  disclosure  of  confidential 
information  are  set  forth  in  paragraph  (d) 
of  this  section  and  in  the  note  appended 
thereto. 

‘Members  and  employees  of  the  Commis¬ 
sion  are  subject  also  to  provisions  of  the 
Federal  Criminal  Code  which  prohibit  any 
officer  or  employee  of  the  United  States  from 
asking,  accepting  or  receiving  any  money 
or  other  thing  of  value  in  connection  with 
any  matter  before  him  in  his  official  capacity 
(18  U.S.C.  202),  and  from  accepting  any¬ 
thing  of  value  for  giving  or  procuring  a  gov¬ 
ernment  contract  (18  U.S.C.  216). 

3  Detailed  provisions  regarding  negotiation 
for  future  employment  are  set  forth  In 
§  200.35. 

4  The  policy  regarding  confidential  infor¬ 
mation  stated  in  paragraphs  (a)  and  (d)  of 
this  section  is  intended  to  cover  cases  where, 
apart  from  specific  prohibitions  in  any  stat¬ 
ute  or  other  rule,  the  disclosure  or  use  of 
such  Information  would  be  unethical.  De¬ 
tailed  prohibitions  regarding  disclosure  or 
use  of  confidential  information  are  set  forth 
in  §  230.122  of  this  chapter  under  the  Se¬ 
curities  Act  of  1933;  section  24(c)  of  the 
Securities  and  Exchange  Act  of  1934  and 
§  240.0-4  of  this  chapter  Issued  under  that 
Act;  section  22(a)  of  the  Public  Utility 
Holding  Company  Act  of  1935  and  §  250.104 
of  this  chapter  Issued  under  that  Act;  sec¬ 
tion  45(a)  and  S  270.45a- 1  of  this  chapter 
under  the  Investment  Company  Act  of  1940; 
and  section  210(b)  under  the  Investment 
Advisers  Act  of  1940. 

•  $  200.34  provides  a  procedure  for  reliev¬ 
ing  employees  from  assignments  in  certain 
cases,  Including  those  covered  by  §  200.31(f). 


§  200.32  Outside  or  private  employment. 

(a)  No  member  or  employee  shall  per¬ 
mit  his  name  to  be  associated  in  any 
way  with  any  legal,  accounting  or  other 
professional  firm  or  office.® 

(b)  No  employee  shall  have  any  out¬ 
side  or  private  employment  of  affiliation 
with  any  firm  *or  organization  incom¬ 
patible  with  concurrent  employment  by 
the  Commission.  This  applies  particu¬ 
larly  to  employment  or  association  with 
any  registered  broker,  dealer,  public 
utility  holding  company,  investment 
company  or  investment  adviser  or  di¬ 
rectly  or  indirectly  related  to  the  issu¬ 
ance,  sale  or  purchase  of  securities.  It 
applies  also  to  any  legal,  accounting,  or 
engineering  work  for  compensation  in¬ 
volving  matters  in  which  the  Federal 
Government  or  any  State,  Territorial  or 
municipal  authority  may  be  significantly 
interested. 

(c)  No  employee  shall  accept  or  per¬ 
form  any  outside  or  private  employment 
which  interferes  with  the  efficient  per¬ 
formance  of  his  official  duties.  An  em¬ 
ployee  who  intends  to  perform  services 
for  compensation  or  engage  in  any  busi¬ 
ness  shall  report  his  intention  to  do  so 
to  the  Director  of  Personnel  prior  to  such 
acceptance  or  performance. 

(d)  No  employee  shall  accept  or  per¬ 
form  any  outside  or  private  employment 
specifically  prohibited  to  Federal  em¬ 
ployees  by  statutes  or  executive  order. 
For  example: 

(1)  18  United  States  Code,  section  283,' 
provides,  among  other  things,  that  Fed¬ 
eral  employees  are  prohibited  from  act¬ 
ing  as  agent  or  attorney  in  prosecuting 
any  claim  against  the  United  States  or 
from  aiding  or  assisting  in  any  way,  ex¬ 
cept  as  otherwise  permitted  in  the  dis¬ 
charge  of  official  duties,  in  the  prosecu¬ 
tion  or  support  of  any  such  claims,  or 
from  receiving  any  gratuity,  or  any 
share  of  an  interest  in  any  claim  from 
any  claimant  against  the  United  States. 

(2)  18  United  States  Code,  section  281, 
provides,  among  other  things,  that  Fed¬ 
eral  employees  are  prohibited  from  di¬ 
rectly  or  indirectly  receiving  or  agreeing 
to  receive  any  compensation  whatever 
for  services  rendered  or  to  be  rendered 
to  any  person  in  relation  to  any  matter 
in  which  the  United  States  is  a  party  or 
directly  or  indirectly  interested. 

(3)  5  United  States  Code,  section  62, 
provides  that  no  person  who  holds  an 
office  the  salary  or  annual  compensation 
attached  to  which  amounts  to  the  sum 
of  two  thousand  five  hundred  dollars 
shall  be  appointed  to  or  hold  any  other 
[Federal]  office  to  which  compensation 
is  attached  unless  specially  authorized 
by  law.  The  provision,  however,  does 
not  apply  to  retired  members  of  the 
armed  forces  under  certain  circum¬ 
stances. 

(4)  Executive  Order  No.  9  of  January 
18,  1873,  prohibits,  subject  to  exceptions. 
Federal  employees  from  accepting  or 


,  «  With  respect  to  members,  this  paragraph 

supplements  the  statutory  prohibition  of 
outside  employment  contained  in  section 
4(a)  of  the  Securities  Exchange  Act,  quoted 
in  footnote  1.  The  remaining  provisions  of 
this  section  are  not  applicable  to  members 
in  view  of  the  provisions  of  section  4(a). 
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holding  office  under  a  State,  Territorial, 
County  or  municipal  authority. 

(5>  18  United  States  Code,  section  434, 
provides  in  substance  that  no  person 
shall  act  both  as  agent  for  a  business 
entity  and  for  the  United  States  in  a 
transaction  between  the  business  entity 
and  the  United  States. 

(6)  18  United  States  Code,  section 
1914,  provides  in  substance  that  no  gov¬ 
ernment  official  or  employee  shall  accept 
any  salary  in  connection  with  his  gov¬ 
ernment  service  from  any  source  other 
than  the  United  States. 

(e)  No  employee  shall  appear  in  court 
or  on  a  brief  in  a  representative  capacity 
(with  or  without  compensation)  or 
otherwise  accept  or  perform  legal,  ac¬ 
counting  or  engineering  work  for  com¬ 
pensation  unless  specifically  authorized 
by  the  Commission.  Requests  for  such 
authorization  shall  be  submitted  to  the 
division  or  office  head  or  regional  ad¬ 
ministrator  concerned,  together  with  all 
pertinent  facts  regarding  the  proposed 
employment,  such  as  the  name  of  the 
employer,  the  nature  of  the  work  to  be 
performed,  atid  its  estimated  duration. 
Division  and  other  office  heads  and  re¬ 
gional  administrators  shall  forward  all 
requests,  together  with  their  recommen¬ 
dations  thereon,  to  the  Director  of  Per¬ 
sonnel  for  presentation  to  the  Commis¬ 
sion. 

(f)  No  employee  shall  publish  any  ar¬ 
ticle  or  treatise  or  deliver  any  prepared 
speech  or  address  relating  to  the  Com¬ 
mission  or  the  statutes  and  rules  that  it 
administers  without  having  obtained 
clearance  from  the  Commission.  The 
proposed  publication  or  speech  will  be 
examined  to  determine  whether  it  con¬ 
tains  confidential  information  or 
whether  there  is  any  reason  why  the 
publication  or  delivery  of  the  employee’s 
private  views  on  the  subject  matter 
would  be  otherwise  inappropriate. 
Clearance  for  publication  or  delivery  will 
not  involve  adoption  of  or  concurrence 
in  the  views  expressed,  and  any  such 
publication  or  speech  shall  include  at 
an  appropriate  place  by  way  of  footnote 
or  otherwise  the  following  disclaimer  of 
responsibility: 

The  Securities  and  Exchange  Commission, 
as  a  matter  of  policy,  disclaims  responsibil¬ 
ity  for  any  private  publication  by  any  of  its 
employees.  The  views  expressed  herein  are 
those  of  the  author  and  do  not  necessarily 
reflect  the  views  of  the  Commission  or  of 
the  author’s  colleagues  upon  the  staff  of  the 
Commission. 

(g)  No  employee  shall  hold  office  in  or 
be  a  director  of  any  company  which  has 
public  security  holders,  except  not  for 
profit  corporations,  savings  and  loan  as¬ 
sociations,  and  similar  institutions, 
whose  securities  are  exempted  under  sec¬ 
tion  3(a)  (4)  or  3(a)  (5)  of  the  Securities 
Act  of  1933. 

§  200.33  Securities  transactions. 

(a)  This  section  applies  to  all  trans¬ 
actions  effected  by  or  on  behalf  of  a 
member  or  employee.  Members  and 
employees  are  considered  to  have  suffi¬ 
cient  interest  in  the  security  and  com¬ 
modity  transactions  of  their  husbands 
or  wives  so  that  such  transactions  must 


be  reported  and  are  subject  to  all  the 
terms  of  this  section. 

(b)  No  member  or  employee  shall  ef¬ 
fect  or  cause  to  be  effected  any  trans¬ 
action  in  a  security  except  for  bona  fide 
investment  purposes.  Unless  otherwise 
determined  by  the  Commission  for  cause 
shown,  any  purchase  which  is  held  for 
less  than  one  year  will  be  presumed  not 
to  be  for  investment  purposes.  Any 
employee  who  believes  the  application 
of  this  paragraph  will  result  in  undue 
hardship  in  a  particular  case  may  make 
written  application  to  the  Commission 
(through  the  Branch  of  Personnel,  atten¬ 
tion  of  Director  of  Personnel)  setting  out 
in  detail  the  reasons  for  his  belief  and 
requesting  a  waiver. 

(c)  No  member  or  employee  shall 
effect  any  purchase  or  sale  of  a  future 
contract  for  any  commodity  without  the 
prior  approval  of  the  Commission. 

(d)  No  member  or  employee  shall 
carry  securities  on  margin;  nor  shall  any 
member  or  employee  borrow  funds  or 
securities  with  or  without  collateral  for 
the  purpose  of  purchasing  or  carrying 
securities  or  commodities  with  the  pro¬ 
ceeds  unless  prior  approval  of  the  Com¬ 
mission  has  been  secured. 

(e)  No  member  or  employee  shall  sell 
a  security  which  he  does  not  own,  or  the 
sale  of  which  is  consummated  by  the 
delivery  of  a  security  borrowed  by  or  for 
such  member’s  or  employee’s  account. 

(f )  No  member  or  employee  shall  pur¬ 
chase  any  security  which  is  the  subject 
of  a  registration  statement  filed  under 
the  Securities  Act  of  1933,  or  of  a  letter 
of  notification  filed  under  §§  230.251  to 
230.262  or  any  other  security  of  the  same 
issuer,  while  such  a  registration  state¬ 
ment  or  letter  of  notification  is  pending 
or  during  the  first  sixty  days  after  its 
effective  date. 

(g)  No  member  or  employee  shall  pur¬ 
chase  securities  of  (1)  any  holding  com¬ 
pany  registered  under  section  5  of  the 
Public  Utility  Holding  Company  Act  of 
1935,  or  any  subsidiary  thereof,  or  (2) 
any  company  if  its  status  under  such  Act 
or  the  applicability  of  any  provision  of 
the  Act  to  it  is  known  by  the  employee 
to  be  under  consideration. 

(h)  No  member  or  employee  shall  pur¬ 
chase  any  securities  issued  by  any  invest¬ 
ment  company  prima  facie  subject  to  the 
jurisdiction  of  the  Commission  under  the 
provisions  of  the  Investment  Company 
Act  of  1940. 

(i)  No  member  or  employee  shall  pur¬ 
chase  any  security  which  to  his  knowl¬ 
edge  is  involved  in  any  pending  investi¬ 
gation  by  the  Commission  or  in  any 
proceeding  before  the  Commission  or  to 
which  the  Commission  is  a  party. 

( j )  No  member  or  employee  shall  pur¬ 
chase  any  securities  of  any  company 
which  is  in  receivership  or  which  is  un¬ 
dergoing  reorganization  under  section 
77-B  or  Chapter  X  of  the  Bankruptcy 
Act. 

(k)  The  restrictions  imposed  in  para¬ 
graphs  (f)  to  (j)  of  this  section  do  not 
apply  to  the  exercise  of  a  privilege  to 
convert  or  exchange  securities;  to  the 
exercise  of  rights  accruing  uncondition¬ 
ally  by  virtue  of  ownership  of  other  se¬ 
curities  (as  distinguished  from  a  con¬ 


tingent  right  to  acquire  securities  not 
subscribed  for  by  others) ;  or  to  the 
acquisition  and  exercise  of  rights  in  order 
to  round  out  fractional  shares. 

(l)  Members  and  employees  shall  re¬ 
port  every  transaction  in  any  security  or 
commodity  within  five  business  days. 
(Reports  submitted  by  employees  in  field 
offices  must  be  placed  in  the  mails  within 
five  days  of  the  date  of  each  transaction.) 
Other  changes  in  holdings  resulting  from 
inheritance  or  from  reclassifications, 
gifts,  stock  dividends  or  split-ups,  for 
example,  shall  be  reported  promptly. 
These  reports  shall  be  prepared  on  the 
official  form  provided  for  this  purpose, 
copies  of  which  may  be  procured  from 
the  Branch  of  Personnel  (Form  SE-P-3, 
revised).  These  reports  shall  be  trans¬ 
mitted  to  the  Director  of  Personnel.  The 
envelope  should  be  marked  “Confiden¬ 
tial — Securities  Transactions.” 

(m)  At  the  time  of  taking  the  Oath  of 
Office  a  new  member  or  employee  shall 
fill  in  the  information  required  on  Form 
SE-P-4,  revised,  relating  to  securities 
owned  by  him  or  his  spouse  or  any  trust 
or  estate  of  which  he  is  a  trustee  or  other 
fiduciary  or  beneficiary,  and  relating  to 
accounts  with  securities  firms,  and  rela¬ 
tives  who  are  partners  or  officers  of 
securities  firms,  investment  companies, 
investment  advisers,  or  public  utilities. 

(n)  This  section  does  not  apply  to  per¬ 
sonal  notes,  individual  real  estate  mort¬ 
gages,  United  States  Government  securi¬ 
ties,  and  securities  issued  by  building 
and  loan  associations  or  co-operatives. 

(o)  Any  member  or  employee  who  is  a 
trustee  or  other  fiduciary  or  a  beneficiary 
of  a  trust  or  estate  holding  securities  not 
exempted  by  paragraph  (n)  of  this  sec¬ 
tion  shall  report  the  existence  and  nature 
of  such  trust  or  estate  to  the  Director  of 
Personnel.  The  transactions  of  such 
trust  or  estate  shall  be  subject  to  all  the 
provisions  of  this  section  except  in  situa¬ 
tions  where  the  member  or  employee  is 
solely  a  beneficiary  and  has  no  power  to 
control,  and  does  not  in  fact  control  or 
advise  with  respect  to,  the  investments  of 
the  trust  or  estate,  and  except  to  the  ex¬ 
tent  that  the  Commission  shall  otherwise 
direct  in  view  of  the  circumstances  of 
the  particular  case. 

§  200.34  Action  in  cases  of  personal  in¬ 
terest. 

Any  employee  assigned  to  work  on  any 
application,  filing,  or  matter  of  a  com¬ 
pany  in  which  he  then  owns  any  securi¬ 
ties  or  has  any  personal  interest  or  with 
which  he  has  been  employed  or  associ¬ 
ated  in  the  past  shall  immediately  advise 
the  division  director  or  other  office  head 
or  regional  administrator  of  the  fact. 
Division  directors,  other  office  heads  and 
regional  administrators  are  authorized  to 
direct  the  reporting  employee  to  continue 
with  the  assignment  in  question  where 
this  appears  in  the  interest  of  the  Gov¬ 
ernment,  taking  into  account  (a)  the 
policy  stated  in  §  200.31  (f )  and  (g) ,  (b) 
the  general  desirability  of  avoiding  sit¬ 
uations  that  require  a  question  of  con¬ 
flict  of  interest  to  be  resolved,  (c)  the  ex¬ 
tent  the  employees’  activities  will  be 
supervised,  and  (d)  the  difficulty  of  as¬ 
signing  the  matter  to  some  other  em- 
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ployee.  Where  the  employee  in  question  (b)  Any  former  member  or  employee  §  200.51  Policy, 
is  not  relieved  of  the  assignment,  his  of  the  Commission,  who,  within  two  years  it  is  characteristic  of  the  administra- 
written  report  concerning  the  nature  of  after  ceasing  to  be  such,  is  employed  or  tive  process  that  the  Members  of  the 
his  interest  shaU  be  forwarded  to  the  Di-  retained  as  the  representative  of  any  commission  and  their  place  in  public 
rector  of  Personnel  with  a  notation  that  person  outside  the  Government  in  any  opInlon  are  affected  by  \he  and 

he  has  been  directed  to  continue  the  as-  matter  in  which  it  is  contemplated  that  conduct  of  the  staff,  particularly  the  pro- 
signment  together  with  such  explanation,  he  will  appear  before  the  Commission  fesSjonai  and  executive  emnlovees  it 
if  any,  as  may  seem  appropriate.  In  the  shall,  within  ten  days  of  such  retainer  shall  ^  the  p^y  of  the  commission  to 
event  that  a  division  director  or  other  or  employment,  or  of  the  time  when  ap-  require  that  employees  bear  in  mind  the 
office  head  or  regional  administrator  pearance  before  the  Commission  is  first  principles  specified  in  the  Canons 
deems  that  he  has,  himself,  such  personal  contemplated,  file  with  the  Secretary  of 

interest  in  a  transaction  as  may  raise  a  the  Commission  a  statement  as  to  the  §  200.52  Copies  of  the  Canons, 
question  as  to  his  disinterestedness,  he  nature  thereof  together  with  any  desired  The  Canons  have  been  distributed  to 
may  delegate  his  responsibility  in  the  explanation  as  to  why  it  is  deemed  con-  employees  of  the  Commission.  In.  addi- 
matter  to  a  subordinate,  but  in  that  event  sistent  with  this  section.  Employment  tion,  executive  and  professional  em- 
shall  submit  a  brief  memorandum  of  the  of  a  recurrent  character  may  be  covered  ployee  are  issued  copies  of  the  Canons 
circumstances  to  the  Director  of  by  a  single  comprehensive  statement,  upon  entrance  on  duty. 

Personnel.  Each  such  statement  should  include  an 

o  oc  m  .  .  ,  .  .  ,  appropriate  caption  indicating  that  it  is  8  200.5d  Preamble. 

§  200.35  Negotiation  for  private  emp  oy-  pursuant  this  rule.  The  report-  (a)  Members  of  the  Securities  and  Ex- 

mem*  ing  requirements  of  this  paragraph  do  change  Commission  are  entrusted  by 

(a)  The  provisions  of  §  200.31(c)  are  not  apply  to  communications  incidental  various  enactments  of  the  Congress  with 

deemed  to  preclude  negotiation  for  pri-  to  court  appearances  in  litigation  involv-  powers  and  duties  of  great  social  and 
vate  employment  by  an  employee  who  is  ing  the  Commission.  economic  significance  to  the  American 

immediately  engaged  in  representing  the  (c)  As  used  in  this  section,  the  term  people.  It  is  their  task  to  regulate  varied 
Commission  in  any  matter  in  which  the  "appear  before  the  Commission”  means  aspects  of  the  American  economy,  within 
prospective  employer  is  opposing  counsel  personal  appearance  before  or  personal  the  limits  prescribed  by  Congress,  to  in- 
or  person  chiefly  affected.  With  the  ap-  communication  with  the  Commission  or  sure  that  our  private  enterprise  system 
proval  of  his  superior  or  the  Commission  any  member  or  employee  thereof,  in  con-  serves  the  welfare  of  all  citizens.  Their 
an  employee  may  be  relieved  of  any  as-  nection  with  any  interpretation  or  mat-  success  in  this  endeavor  is  a  bulwark 
signment  which,  in  the  absence  of  such  ter  of  substance  arising  under  the  stat-  against  possible  abuses  and  injustice 
relief,  might  preclude  such  negotiation,  fltes  administered  by  the  Commission,  which,  if  left  unchecked,  might  jeopard- 

(b)  No  employee  shall  undertake  to  As  used  in  this  section,  the  term  “rep-  ize  the  strength  of  our  economic  institu- 
act  on  behalf  of  the  Commission  in  any  resentative”  or  “representative  capacity”  tions. 

capacity  in  a  matter  that,  to  his  knowl-  shall  include  not  only  the  usual  type  of  (b)  It  is  imperative  that  the  members 
edge,  affects  even  indirectly  any  person  representation  by  an  attorney,  etc.,  but  of  this  Commission  continue  to  conduct 
outside  the  Government  with  whom  he  is  also  representation  of  a  corporation  In  themselves  in  their  official  and  personal 
discussing  or  entertaining  any  proposal  the  capacity  of  an  officer,  director,  or  relationships  in  a  manner  which  com- 
for  future  employment,  except  pursuant  controlling  stockholder  thereof.  mands  the  respect  and  confidence  of 

to  the  direction  of  the  Commission,  his  (d)  Persons  in  doubt  as  to  the  applica-  their  fellow  citizens.  Members  of  this 
division  director  or  other  office  head,  or  bility  of  this  section  may  apply  for  an  Commission  shall  continue  to  be  mindful 
his  regional  administrator,  as  provided  advisory  ruling  of  the  Commission.  of,  and  strictly  abide  by,  the  standards  of 

ta5  200-34-  §200.37  Employees  on  leave  of  ab»nce.  Personal  conduct  set  forth  in  Subpart  B 

o  non  ,/•  „  ..  ,  .  ,  8  liiujnv^wunna 0f  this  part  regarding  Conduct  of  Mem- 

§  200.36  Practice  by  former  members  The  provisions  of  this  part  relative  to  bers  and  Employees  and  Former  Mem- 
an  cmp  ojces  o  le  ommission.  employees  of  the  Commission  are  ap-  bers  and  Employees  of  the  Commission, 

(a)  No  person  shall  appear  in  a  rep-  plicable  to  employees  on  leave  with  pay  most  of  which  has  been  in  effect  many 
resentative  capacity  before  the  Commis-  or  on  leave  without  pay  other  than  ex-  years  and  which  was  codified  in  sub- 
sion  in  a  particular  matter  if  such  per-  tended  military  service.  stantially  its  present  form  in  1953.  Sec- 

§200.38  Violation  and  p.r.icipa.ion  In  tlon  200.31  enunciates  a  General  State- 
particular  matter,  personally  considered  8  v;nifltion  nf  ml**  mentof  Policy  as  follows: 

it  or  gained  personal  knowledge  of  the  ** 

facts  thereof  while  he  was  a  member  Knowing  participation  in  a  violation  f  J t] l^“be or empiS^  S 

or  employee  of  the  Commission.  As  of  this  subpart  by  persons  not  within  the  a  member  or  employee  oi  tne  commission 

used  in  this  paragraph,  a  single  investi-  scope  of  this  subpart  shall  likewise  be  (i)  Engage,  directly  or  indirectly,  in  any 
gation  or  formal  proceeding,  or  both  if  deemed  improper  conduct  and  in  con-  personal  business  transaction  or  private  ar- 
they  are  related,  shall  be  presumed  to  travention  of  Commission  rules.  De-  rangement  for  personal  profit  which  accrues 
constitute  a  particular  matter  for  at  least  parture  from  the  regulations  in  this  sub-  from  or  is  based  upon  his  official  position 
two  years  irrespective  of  changes  in  the  part  without  specific  approval  may  be  °r  aut*frNy  or  confldentlal 
issues.  However,  in  cases  of  proceedings  cause  for  removal  or  for  disqualification  o^aSthorftv^*  by  reason  of  such  p  l" 

in  which  the  issues  change  from  time  to  from  appearing  and  practicing  before  (2)  Accept>  directly  or  indirectly,  any 
time,  such  as  proceedings  involving  com-  the  Commission.  valuable  gift,’ favor,  or  service  from  any  per- 

Va^MWttbaeetfl«  11  of  the  Public  Util-  §  200.39  Payment  of  lax  obligations  of  son  wlthwhomhetransaets  business  on 
lty  Holding  Company  Act,  this  paragraph  emnlovees  behalf  of  the  United  States, 

shall  not  be  construed  as  prohibiting  ap-  5  \  ,  (3)  Discuss  or  entertain  proposals  for 

pearance  in  such  a  proceeding  more  Failure  of  an  employee  to  pay  his  just  future  employment  by  any  person  outside 

than  two  years  after  ceasing  to  be  a  tax  obligations  (except  where  there  the  SXTS'hSSr*^  stS2: 

member  or  emnlovep  of  the  Commission  exists  a  bona  fide  dispute  as  to  the  em-  inS  business  on  behalf  of  the  United  States, 
member  or  employee  oi  tne  commission,  .  ,  liahilitv  therefor!  mnv  he  a  <*)  Divulge  confidential  commercial  or 

unless  it  appears  to  the  Commission  that  Payees  liability  tneret or)  may  be  a  economlc  information  to  any  unauthorized 
there  is  such  identity  of  particular  issues  cause  for  removal  or  other  disciplinary  person,  or  release  any  such  information  in 
or  pertinent  facts  as  to  make  it  likely  action.  advance  of  authorization  for  its  release; 

that  confidential  information,  derived  c  ,  .  .  -  ,  ....  (5)  Become  unduly  involved,  through  fre- 

while  a  member  or  employee  of  the  Com-  Subpart  C  Canons  of  ethics  quent  or  expensive  social  engagements  or 

§  200  S0  SEES* InwbuE 

ticipation  therein' by  the  former  membe^  ,.  T5®,C“?ns  of„?,thl's  ,or  “emb'rs. of  “wTct  2  SSa'SfmSS  rtth  respect 
or  employee  of  the  Commission  unethical  the  Securities  and  Exchange  Commission  whlch  there  exists  a  personal  interest  in- 
or  prejudicial  to  the  interests  of  the  were  approved  by  the  Commission  on  compatible  with  an  unbiased  exercise  of 
Commission.  July  22, 1958.  official  judgment. 
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(7)  Pail  reasonably  to  restrict  his  personal 
business  affairs  so  as  to  avoid  conflicts  of 
interest  with  his  official  duties. 

(c)  In  addition  to  the  continued  ob¬ 
servance  of  these  foregoing  principles  of 
personal  conduct,  it  is  fitting  and  proper 
for  the  members  of  this  Commission  to 
restate  and  resubscribe  to  the  standards 
of  conduct  applicable  to  its  executive, 
legislative  and  judicial  responsibilities. 

§  200.54  Constitutional  obligations. 

The  members  of  this  Commission  have 
undertaken  in  their  oaths  of  office  to 
support  the  Federal  Constitution.  Inso¬ 
far  as  the  enactments  of  the  Congress 
impose  executive  duties  upon  the  mem¬ 
bers,  they  must  faithfully  execute  the 
laws  which  they  are  charged  with  ad¬ 
ministering.  Members  shall  also  care¬ 
fully  guard  against  any  infringement  of 
the  constitutional  rights,  privileges,  or 
immunities  of  those  who  are  subject  to 
regulation  by  this  Commission. 

§  200.55  Statutory  obligations. 

In  administering  the  law,  members  of 
this  Commission  should  vigorously  en¬ 
force  compliance  with  the  law  by  all 
persons  affected  thereby.  In  the  exercise 
of  the  rule-making  powers  delegated  this 
Commission  by  the  Congress,  members 
should  always  be  concerned  that  the  rule- 
making  power  be  confined  to  the  proper 
limits  of  the  law  and  be  consistent  with 
the  statutory  purposes  expressed  by  the 
Congress.  In  the  exercise  of  their 
judicial  functions,  members  shall  hon¬ 
estly,  fairly  and  impartially  determine 
the  rights  of  all  persons  under  the  law. 

§  200.56  Personal  conduct. 

Appointment  to  the  office  of  member 
of  this  Commission  is  a  high  honor  and 
requires  that  the  conduct  of  a  member, 
not  only  in  the  performance  of  the  duties 
of  his  office  but  also  in  his  everyday  life, 
should  be  beyond  reproach. 

§  200.57  Relationships  with  other  mem¬ 
bers. 

Each  member  should  recognize  that  his 
conscience  and  those  of  other  members 
are  distinct  entities  and  that  differing 
shades  of  opinion  should  be  anticipated. 
The  free  expression  of  opinion  is  a  safe¬ 
guard  against  the  domination  of  this 
Commission  by  less  than  a  majority,  and 
is  a  keystone  of  the  commission  type  of 
administration.  However,  a  member 
should  never  permit  his  personal  opinion 
so  to  conflict  with  the  opinion  of  another 
member  as  to  develop  animosity  or  un¬ 
friendliness  in  the  Commission,  and 
every  effort  should  be  made  to  promote 
solidarity  of  conclusion. 

§  200.58  Maintenance  of  independence. 

This  Commission  has  been  established 
to  administer  laws  enacted  by  the  Con¬ 
gress.  Its  members  are  appointed  by  the 
President  by  and  with  the  advice  and 
consent  of  the  Senate  to  serve  terms  as 
provided  by  law.  However,  under  the 
law,  this  is  an  independent  Agency,  and 
in  performing  their  duties,  members 
should  exhibit  a  spirit  of  firm  .independ¬ 
ence  and  reject  any  effort  by  represent¬ 
atives  of  the  executive  or  legislative 
branches  of  the  government  to  affect 
their  independent  determination  of  any 


matter  being  considered  by  this  Com¬ 
mission.  A  member  should  not  be 
swayed  by  partisan  demands,  public 
clamor  or  considerations  of  personal 
popularity  or  notoriety;  so  also  he  should 
be  above  fear  of  unjust  criticism  by 
anyone. 

§  200.59  Relationship  with  persons  sub¬ 
ject  to  regulation. 

In  all  matters  before  him,  a  member 
should  administer  the  law  without  regard 
to  any  personality  involved,  and  with 
regard  only  to  the  issues.  Members 
should  not  become  indebted  in  any  way 
to  persons  who  are  or  may  become  sub¬ 
ject  to  their  jurisdiction.  No  member 
should  accept  loans,  presents  or  favors 
of  undue  value  from  persons  who  are 
regulated  or  who  represent  those  who 
are  regulated.  In  performing  their 
judicial  functions,  members  should  avoid 
discussion  of  a  matter  with  any  person 
outside  this  Commission  and  its  staff 
while  that  matter  is  pending.  In  the 
performance  of  his  rule-making  and  ad¬ 
ministrative  functions,  a  member  has  a 
duty  to  solicit  the  views  of  interested 
persons.  Care  must  be  taken  by  a  mem¬ 
ber  in  his  relationship  with  persons  with¬ 
in  or  outside  of  the  Commission  to  sepa¬ 
rate  the  judicial  and  the  rule-making 
functions  and  to  observe  the  liberties  of 
discussion  respectively  appropriate.  In¬ 
sofar  as  it  is  consistent  with  the  dignity 
of  his  official  position,  he  should  maintain 
contact  with  the  persons  outside  the 
agency  who  may  be  affected  by  his  rule- 
making  functions,  but  he  should  not 
accept  unreasonable  or  lavish  hospitality 
in  so  doing. 

§  200.60  Qualification  to  participate  in 
particular  matters. 

The  question  in  a  particular  matter 
rests  with  that  individual  member.  Each 
member  should  weigh  carefully  the  ques¬ 
tion  of  his  qualification  with  respect  to 
any  matter  wherein  he  or  any  relatives 
or  former  business  associates  or  clients 
are  involved.  He  should  disqualify  him¬ 
self  in  the  event  he  obtained  knowledge 
prior  to  becoming  a  member  of  the  facts 
at  issue  before  him  in  a  quasi-judicial 
proceeding,  or  in  other  types  of  proceed¬ 
ing  in  any  matter  involving  parties  in 
whom  he  has  any  interest  or  relationship 
directly  or  indirectly.  If  an  interested 
person  suggests  that  a  member  should 
disqualify  himself  in  a  particular  matter 
because  of  bias  or  prejudice,  the  member 
shall  be  the  judge  of  his  own  qualifica¬ 
tion. 

§  200.61  Impressions  of  influence. 

A  member  should  not,  by  his  conduct, 
permit  the  impression  to  prevail  that  any 
person  can  improperly  influence  him, 
that  any  person  unduly  enjoys  his  favor 
or  that  he  is  affected  in  any  way  by  the 
rank,  position,  prestige,  or  affluence  of 
any  person. 

§  200.62  Ex  parte  communications. 

Matters  of  quasi- judicial  nature 
should  be  determined  by  a  member  solely 
upon  the  record  made  in  the  proceeding 
and  the  arguments  of  the  parties  or  their 
counsel  properly  made  in  the  regular 
course  of  such  proceeding.  All  com¬ 
munications  by  parties  or  their  counsel 


to  a  member  in  a  quasi-judicial  proceed¬ 
ing  which  are  intended  or  calculated  to 
influence  action  by  the  member  should  at 
once  be  made  known  by  him  to  all  par¬ 
ties  concerned.  A  member  should  not  at 
any  time  permit  ex  parte  interviews, 
arguments,  or  communications  designed 
to  influence  his  action  in  such  a  matter. 

§  200.63  Commission  opinions. 

The  opinions  of  the  Commission 
should  state  the  reasons  for  the  action 
taken  and  contain  a  clear  showing  that 
no  serious  argument  of  counsel  has  been 
disregarded  or  overlooked.  In  such 
manner,  a  member  shows  a  full  under¬ 
standing  of  the  matter  before  him,  avoids 
the  suspicion  of  arbitrary  conclusion, 
promotes  confidence  in  his  intellectual 
integrity  and  may  contribute  some  useful 
precedent  to  the  growth  of  the  law.  A 
member  should  be  guided  in  his  decisions 
by  a  deep  regard  for  the  integrity  of  the 
system  of  law  which  he  administers.  He 
should  recall  that  he  is  not  a  repository 
of  arbitrary  power,  but  is  acting  on  be¬ 
half  of  the  public  under  the  sanction  of 
the  law. 

§  200.64  Judicial  review. 

The  Congress  has  provided  for  review 
by  the  courts  of  the  decisions  and  orders 
by  this  Commission.  Members  should 
recognize  that  their  obligation  to  pre¬ 
serve  the  sanctity  of  the  laws  adminis¬ 
tered  by  them  requires  that  they  pursue 
and  prosecute,  vigorously  and  diligently 
but  at  the  same  time  fairly  and  impar¬ 
tially  and  with  dignity,  all  matters  which 
they  or  others  take  to  the  courts  for  judi¬ 
cial  review. 

§  200.65  Legislative  proposals. 

Members  must  recognize  that  the 
changing  conditions  in  a  volatile 
economy  may  require  that  they  bring 
to  the  attention  of  the  Congress  propos¬ 
als  to  amend,  modify  or  repeal  the  laws 
administered  by  them.  They  should  urge 
the  Congress,  whenever  necessary,  to 
effect  such  amendment,  modification  or 
repeal  of  particular  parts  of  the  statutes 
which  they  administer.  In  any  action  a 
member’s  motivation  should  be  the  com¬ 
mon  weal  and  not  the  particular  inter¬ 
ests  of  any  particular  group. 

§  200.66  Investigations. 

The  power  to  investigate  carries  with 
it  the  power  to  defame  and  destroy.  In 
determining  to  exercise  their  investiga¬ 
tory  power,  members  should  concern 
themselves  only  with  the  facts  known  to 
them  and  the  reasonable  inferences  from 
those  facts.  A  member  should  never 
suggest,  vote  for,  or  participate  in  an  in¬ 
vestigation  aimed  at  a  particular  individ¬ 
ual  for  reasons  of  animus,  prejudice  or 
vindictiveness.  The  requirements  of 
the  particular  case  alone  should  induce 
the  exercise  of  the  investigatory  power, 
and  no  public  pronouncement  of  the 
pendency  of  such  an  investigation  should 
be  made  in  the  absence  of  reasonable 
evidence  that  the  law  has  been  violated 
and  that  the  public  welfare  demands  it. 

§  200.67  Power  to  adopt  rules. 

In  exercising  its  rule-making  power, 
this  Commission  performs  a  legislative 
function.  The  delegation  of  this  power 
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by  the  Congress  imposes  the  obligation 
upon  the  members  to  adopt  rules  neces¬ 
sary  to  effectuate  the  stated  policies  of 
the  statute  in  the  interest  of  all  of  the 
people.  Care  should  be  taken  to  avoid 
the  adoption  of  rules  which  seek  to  ex¬ 
tend  the  power  of  the  Commission  be¬ 
yond  proper  statutory  limits.  Its  rules 
should  never  tend  to  stifle  or  discourage 
legitimate  business  enterprises  or  activi¬ 
ties,  nor  should  they  be  interpreted  so  as 
unduly  and  unnecessarily  to  burden  those 
regulated  with  onerous  obligations.  On 
the  other  hand,  the  very  statutory  en¬ 
actments  evidence  the  need  for  regula¬ 
tion,  and  the  necessary  rules  should  be 
adopted  or  modifications  made  or  rules 
should  be  repealed  as  changing  require¬ 
ments  demand  without  fear  or  favor. 

§  200.68  Promptness. 

Each  member  should  promptly  per¬ 
form  the  duties  with  which  he  is  charged 
by  the  statutes.  The  Commission  should 
evaluate  continuously  its  practices  and 
procedures  to  assure  that  it  promptly 
disposes  of  all  matters  affecting  the 
rights  of  those  regulated.  This  is  par¬ 
ticularly  desirable  in  quasi- judicial  pro¬ 
ceedings.  While  avoiding  arbitrary 
action  in  unreasonably  or  unjustly  forc¬ 
ing  matters  to  trial,  members  should  en¬ 
deavor  to  hold  counsel  to  a  proper  appre¬ 
ciation  of  their  duties  to  the  public,  their 
clients  and  others  who  are  interested. 
Requests  for  continuances  of  matters 
should  be  determined  in  a  manner  con¬ 
sistent  with  this  policy. 

§  200.69  Conduct  toward  parties  and 
their  counsel. 

Members  should  be  temperate,  atten¬ 
tive,  patient  and  impartial  when  hearing 
the  arguments  of  parties  or  their  counsel. 
Members  should  not  condone  unprofes¬ 
sional  conduct  by  attorneys  in  their  rep¬ 
resentation  of  parties.  The  Commission 
should  continuously  assure  that  its  staff 
follows  the  same  principles  in  their  rela¬ 
tionships  with  parties  and  counsel. 

§  200.70  Business  promotions. 

A  member  must  not  engage  in  any 
other  business,  employment  or  vocation 
while  in  office,  nor  may  he  ever  use  the 
power  of  his  office  or  the  influence  of  his 
name  to  promote  the  business  interests 
of  others. 

§  200.71  Fiduciary  relationships. 

A  member  should  avoid  service  as  a 
fiduciary  if  it  would  interfere  or  seem 
to  interfere  with  the  proper  performance 
of  his  duties,  or  if  the  interests  of  those 
represented  require  investments  in  enter¬ 
prises  which  are  involved  in  questions  to 
be  determined  by  him.  Such  relation¬ 
ships  would  include  trustees,  executors, 
corporate  directors,  and  the  like. 

§  200.72  Supervision  of  internal  organi¬ 
zation. 

Members  and  particularity  the  Chair¬ 
man  of  the  Commission  should  scrutinize 
continuously  its  internal  organization  in 
order  to  assure  that  such  organization 
handles  all  matters  before  it  efficiently 
and  expeditiously,  while  recognizing  that 
changing  times  bring  changing  emphasis 
in  the  administration  of  the  laws. 
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Subpart  D— -  Information  and  Requests 
§  200.80  Information  and  requests. 

(a)  A  detailed  description  of  the  avail¬ 
able  informal  procedures  that  may  be 
employed  to  secure  advice  and  to  con¬ 
sult  with  members  of  the  staff  on  prob¬ 
lems  relating  to  the  statutes  and  regula¬ 
tions  administered  by  the  Commission  is 
contained  in  the  material  published  in 
Part  202  of  this  chapter. 

(b)  The  Commission  has  specially 
staffed  and  equipped  public  reference 
rooms  in  its  central  offices  at  Washing¬ 
ton,  D.C.,  and  in  the  New  York  and 
Chicago  Regional  Offices.  More  limited 
facilities  for  public  use  are  provided  in 
other  regional  and  branch  offices. 

(c)  During  the  Commission’s  regular 
business  hours,  the  public  may  examine, 
in  the  Washington  offices,  copies  of  pub¬ 
lic  information  filed  with  the  Commis¬ 
sion,  and  certain  other  public  documents. 
Available  documents  include  registration 
statements,  applications,  and  declara¬ 
tions  filed  under  the  various  statutes  ad¬ 
ministered  by  the  Commission,  records 
of  Commission  action,  and  certain  other 
public  record  material. 

(d)  All  regional  offices  have  available 
for  public  examination  copies  of  pros¬ 
pectuses  used  in  recent  offerings  of  se¬ 
curities  registered  under  the  Securities 
Act,  of  active  broker-dealer  and  invest¬ 
ment  adviser  applications  originating  in 
their  respective  regions,  and  of  Regula¬ 
tion  A  letters  of  notification  filed  in  their 
respective  regions. 

(e)  In  the  New  York  offices  of  the 
Commission,  other  available  materials 
include  copies  of  recent  periodic  reports 
made  by  companies  having  securities 
listed  on  exchanges  other  than  the  New 
York  Stock  Exchange  and  the  American 
Stock  Exchange  (reports  by  companies 
listed  on  the  latter  exchanges  may  be 
seen  at  the  exchanges)  and  copies  of 
current  reports  of  many  companies 
which  have  effective  registration  state¬ 
ments  under  the  Securities  Act  of  1933. 

(f )  In  the  Chicago  offices  of  the  Com¬ 
mission,  recent  reports  of  companies 
which  have  securities  listed  on  the  New 
York  and  American  stock  exchanges  are 
available. 

(g)  Certain  materials  are  considered 
nonpublic  or  confidential  and  generally 
are  not  available  to  the  public.  Such 
documents  include,  but  are  not  limited 
to:  (1)  Documents,  papers,  data  or  evi¬ 
dence  obtained  or  made  in  the  course  of 
any  nonpublic  hearing,  examination,  or 
investigation;  (2)  correspondence,  and 
internal  Commission  records  and  work¬ 
ing  papers,  such  as  Minutes  of  Commis¬ 
sion  meetings  and  deliberations,  staff 
drafts  and  working  papers,  intra-agency 
and  internal  memoranda,  personnel  doc¬ 
uments,  etc.;  (3)  material  classified  for 
purposes  of  national  security;  (4)  letters 
or  reports  to  members  of  Congress,  Con¬ 
gressional  committees,  and  other  gov¬ 
ernment  agencies  or  officials  unless  and 
until  such  documents  are  made  public 
by  the  recipients;  (5)  preliminary  copies 
of  proxy  material,  and  (6)  documents 
afforded  confidential  treatment  pursuant 
to  SEC  statutes  and  rules. 

(h)  Photocopies  of  registration  state¬ 
ments,  reports,  and  other  public  material 


filed  with  the  Commission,  or  portions 
thereof,  may  be  obtained  through  the 
public  reference  room  at  the  central  of¬ 
fices  of  the  Commission  in  Washington. 
Fees  charged  to  the  public  for  photo¬ 
copies  are  established  by  an  annual  con¬ 
tract  between  the  Commission  and  the 
private  copier  who  does  the  work.  Cur¬ 
rent  schedules  of  fees  for  copying  work 
are  available  from  the  public  reference 
room  or  any  regional  or  branch  office. 
Inquiries  and  orders  may  be  made  to  the 
public  reference  room  in  Washington 
personally,  by  telephone,  or  by  mail. 

(i)  Annually  the  Records  and  Service 
Officer  on  behalf  of  the  Commission 
makes  a  contract  for  stenographic  re¬ 
porting  of  hearings,  examinations,  and 
investigations  in  Washington  and  in  the 
field.  Interested  members  of  the  public 
may  obtain  copies  of  the  transcript  of 
public  hearings  from  the  contract  re¬ 
porter  at  prices  set  by  tables  of  charges 
in  the  contract,  copies  of  which  are  on 
file  in  the  Commission  offices  in  Wash¬ 
ington  and  in  each  regional  and  branch 
office. 

(j)  The  Commission  publishes  an  an¬ 
nual  report  to  the  Congress  which  sets 
forth  the  result  of  the  Commission’s  op¬ 
erations  during  the  past  fiscal  year  under 
the  various  statutes  committed  to  its 
charge.  Copies  may  be  obtained  from 
the  Superintendent  of  Documents,  Gov¬ 
ernment  Printing  Office,  Washington, 
D.C. 

(k)  The  Commission’s  decisions,  re¬ 
ports,  orders,  rules  and  regulations  are 
published  initially  in  the  form  of  re¬ 
leases  and  distributed  to  the  press  and 
mailed  to  persons  on  the  mailing  list 
to  receive  them.  The  decisions  and  re¬ 
ports  thereafter  are  printed  in  bound 
volumes  entitled  “Securities  and  Ex¬ 
change  Commission  Decisions  and  Re¬ 
ports;”  these  volumes  may  be  purchased 
from  the  Superintendent  of  Documents, 
United  States  Government  Printing  Of¬ 
fice,  Washington,  D.C. 

(l)  The  Commission  also  makes  other 
information  in  the  fields  of  securities 
and  finance,  including  economic  studies, 
available  to  the  public  through  the  issu¬ 
ance  of  releases  on  specific  subject 
matters. 

(m)  A  classification  of  the  releases 
available  from  the  Commission  appears 
below  as  Appendix  A  to  this  part.  Other 
publications  available  from  the  Commis¬ 
sion  are  set  forth  in  Appendix  B  to  this 
part.  Copies  of  statutes,  rules  and  reg¬ 
ulations,  and  miscellaneous  publications 
set  forth  in  Appendix  C  to  this  part  may 
be  purchased  from  the  Superintendent 
of  Documents,  United  States  Govern¬ 
ment  Printing  Office,  Washington,  D.C. 

Appendix  A — Classification  or  Releases 
Available 

Mailing  lists  are  maintained  in  the  follow¬ 
ing  classifications  only: 

1.  News  Digest:  A  dally  summary  of  orders, 
decisions,  rules  and  rule  proposals  issued  by 
the  Commission  under  the  various  laws  It 
administers,  together  with  a  resume  of 
financing  proposals  contained  In  Securities 
Act  registration  statements  and  of  other 
Commission  announcements. 

2.  Rule  Proposals:  A  special  classification 
for  those  who  wish  to  receive  all  proposals 
(except  those  referred  to  in  Item  8  below)  for 
adoption  of  new  rules  of  forms  or  amend- 
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ments  of  existing  rules  or  forms  (under  any 
of  the  SBC  laws)  In  order  to  have  an  oppor¬ 
tunity  to  submit  views  and  comments  there¬ 
on.  Registrants  affected  by  any  such  pro¬ 
posal  will  receive  copies  thereof  whether  or 
not  they  are  on  this  list.  For  new  or 
amended  rules  or  forms,  if  and  when  adopted, 
see  other  release  classifications. 

3.  All  Rules  Under  Securities  Act  of  1933 
(including  those  with  respect  to  oil  and  gas 
royalties,  securities  and  dealers)  and  under 
the  Trust  Indenture  Act  of  1939:  This  clas¬ 
sification  is  only  for  new  or  amended  rules 
as  finally  adopted.  See  classification  2  for 
proposed  new  or  amended  rules  or  forms. 

4.  All  Rules  Under  Securities  Exchange 
Act  of  1934:  This  classification  is  only  for  new 
or  amended  rules,  as  finally  adopted.  See 
classification  2  for  proposed  new  or  amended 
rules  or  forms. 

5.  Holding  Company  Act  Opinions  and 
Rules :  Special  classification  for  those  inter¬ 
ested  in  Commission  decisions  and  rules 
adopted  under  this  Act  (frequently,  a  sum¬ 
mary  of  a  decision  is  distributed  in  lieu  of 
the  full  text  thereof).  See  classification  2 
for  proposed  new  or  amended  rules  or  forms. 

6.  All  Rules  Under  Investment  Company 
Act  of  1940:  This  classification  is  only  for 
new  or  amended  rules,  as  finally  adopted. 
See  classification  2  for  proposed  new  or 
amended  rules  or  forms. 

7.  All  Rules  Under  Investment  Advisers 
Act  of  1940:  This  classification  is  only  for 
new  or  amended  rules,  as  finally  adopted. 
See  classification  2  for  proposed  new  or 
amended  rules  or  forms. 

8.  Accounting:  A  paper-bound  book  con¬ 
taining  Accounting  Series  Releases  Nos.  1  to 
77,  inclusive,  amended  to  March  10, 1956,  may 
be  purchased  from  the  Superintendent  of 
Documents,  Government  Printing  Office, 
Washington  25,  D.C.  for  $1.  Proposed  new 
or  amended  accounting  rules  will  be  dis¬ 
tributed  to  persons  whose  names  appear  on 
the  accounting  list.  When  any  such  revi¬ 
sion  in  the  accounting  rules  or  other  ac¬ 
counting  release  is  adopted,  one  copy  thereof 
will  generally  be  distributed  to  each  person 
on  this  list.  However,  where  the  new  rule  or 
release  is  lengthy  or  may  not  be  of  wide, 
general  Interest,  a  special  “summary”  briefly 
describing  the  rule  or  release  will  be  dis¬ 
tributed  to  this  list.  In  such  event,  one  copy 
of  such  newly  adopted  rule  or  release  may  be 
obtained  by  request  from  our  Publications 
and  Distribution  Unit. 

9.  Corporate  Reorganizations:  Announce¬ 
ments  relating  to  the  Commission’s  activities 
under  Chapter  X  of  the  Bankruptcy  Act,  as 
amended,  and  advisory  reports  (or  summaries 
thereof)  filed  with  Courts  pursuant  thereto. 

10.  Securities  Traded  on  Exchanges:  An¬ 
nual  directory  and  quarterly  supplements  of 
securities  traded  on  national  securities 
exchanges. 

11.  Individuals’  Saving:  Releases  issued 
quarterly  presenting  data  on  the  volume  and 
composition  of  individuals’  saving.  (Infor¬ 
mation  is  also  Included  in  the  SEC  monthly 
Statistical  Bulletin.) 

12.  Weekly  Trading  Data  on  New  York 
Exchanges:  SEC  stock  price  Indexes  and  daily 
round-lot  and  odd-lot  transactions  effected 
on  the  New  Tork  and  American  Stock  Ex¬ 
changes.  (Information  Is  also  included  in 
the  SEC  monthly  Statistical  Bulletin.) 

13.  Plant  and  Equipment  Expenditures: 
Releases  issued  quarterly  presenting  data  on 
plan  and  equipment  expenditures  of  United 
States  business,  both  actual  and  anticipated. 
Joint  study  of  SEC  and  Department  of  Com¬ 
merce.  (Information  is  also  Included  in  the 
SEC  monthly  Statistical  Bulletin.) 

14.  Net  Working  Capital:  Releases  issued 
quarterly  presenting  data  on  current  assets 
and  liabilities  of  all  United  States  corpo¬ 
rations.  (Information  is  also  included  in  the 
SBC  monthly  Statistical  Bulletin.) 

15.  Quarterly  Financial  Reports:  Releases 
Issued  quarterly  summarizing  balance  sheet 


and  income  data  for  US.  manufacturing 
corporations  reflected  in  reports  of  Joint 
SEC  and  PTC  study.  (Copies  of  reports  avail¬ 
able  at  GPO  at  cost  of  $1  per  year.) 

16.  New  Securities  Offerings:  Releases 
Issued  quarterly  presenting  data  on  all  new 
securities  offerings  by  corporations  in  the 
United  States.  (More  detailed  data  is  avail¬ 
able  in  the  SEC  monthly  Statistical  Bulletin.) 

17.  Corporate  Pension  Funds:  Releases 
Issued  annually  presenting  estimates  of 
corporate  pension  fund  assets  and  their  com¬ 
position  and  data  on  receipts  and  expendi¬ 
tures. 

18.  Litigation  Releases:  Releases  announc¬ 
ing  actions  to  enjoin  violations  of  SEC  laws 
and  rules  and  developments  in  such  actions, 
as  well  as  developments  in  criminal  prosecu¬ 
tions  for  securities  violations. 

Appendix  B — Other  Publications  Available 
From  the  Commission 

Limited  amounts  of  the  following  material 
are  available,  free  of  charge,  upon  request 
to  the  Commission’s  Publications  and  Dis¬ 
tribution  Unit: 

Work  of  the  Securities  and  Exchange  Com¬ 
mission.  (This  pamphlet  describes  briefly 
the  duties  and  activities  of  the  Commission.) 

Uniform  System  of  Accounts  for  Public 
Utility  Holding  Companies. 

Uniform  System  of  Accounts  for  Mutual 
Service  Companies  and  Subsidiary  Service 
Companies. 

List  of  Registered  Investment  Companies. 

Most  frequently  used  Forms  under  each  of 
the  Acts. 

Appendix  C — Statutes,  Rules,  and 
Miscellaneous  Publications 

Copies  of  the  material  listed  below  may  be 
purchased  from  the  Superintendent  of  Docu¬ 
ments,  Government  Printing  Office,  Wash¬ 
ington,  D.C.: 

Acts,  Rules  and  Regulations: 

Securities  Act  of  1933,  as  Amended. 

General  Rules  and  Regulations  Under  the 
Securities  Act  of  1933. 

Securities  Exchange  Act  of  1934,  as 
Amended. 

General  Rules  and  Regulations  Under  the 
Securities  Exchange  Act  of  1934. 

Public  Utility  Holding  Company  Act  of 
1935. 

General  Rules  and  Regulations  Under  the 
Public  Utility  Holding  Company  Act  of  1935. 

Trust  Indenture  Act  of  1939  and  General 
Rules  and  Regulations  .Thereunder. 

Investment  Company  Act  of  1940,  as 
Amended. 

General  Rules  and  Regulations  Under  the 
Investment  Company  Act  of  1940. 

Investment  Advisers  Act  of  1940  and  Gen¬ 
eral  Rules  and  Regulations  Thereunder. 

Regulation  S-X  (form  and  content  of 
financial  statements)  Under  the  Securities 
Act  of  1933,  the  Securities  Exchange  Act  of 
1934,  the  Public  Utility  Holding  Company  Act 
of  1935,  and  the  Investment  Company  Act  of 
1940. 

Chapter  X  of  the  National  Bankruptcy  Act. 

Rules  of  Practice  of  the  Commission. 

Compilations  and  Reports: 

SEC  Annual  Report  to  Congress. 

SEC  Decisions  and  Reports. 

SEC  Judicial  Decisions. 

Accounting  Series  Releases  (compiled,  in¬ 
cludes  Nos.  1-77 — see  classification  8  in  Ap¬ 
pendix  A  for  further  information) . 

Periodicals: 

Official  Summary.  A  monthly  summary  of 
security  transactions  and  holdings  reported 
under  the  provisions  of  the  Securities  Ex¬ 
change  Act  of  1934,  the  Public  Utility  Hold¬ 
ing  Company  Act  of  1935,  and  the  Investment 
Company  Act  of  1940  by  officers,  directors, 
and  certain  other  persons. 

Statistical  Bulletin.  Issued  monthly.  Pre¬ 
sents  data  on  new  securities  offerings,  regis¬ 
trations,  underwriters,  trading  on  exchanges, 
stock  price  indexes,  round-lot  and  odd-lot 


tradings,  special  offerings,  secondary  distri¬ 
butions,  and  other  financial  series  including 
those  releases  under  classifications  11  to  15, 
inclusive. 

Quarterly  Financial  Reports — Manufactur¬ 
ing  :  Reports  beginning  with  the  third  quar¬ 
ter  of  1955  presenting  quarterly  balance 
sheet  and  Income  data  for  all  United  States 
manufacturing  corporations.  Joint  study  of 
SEC  and  the  Federal  Trade  Commission. 


PART  201— RULES  OF  PRACTICE 

Sec. 

201.1  Scope  of  rules  of  practice. 

201.2  Appearance  and  practice  before  the 

Commission. 

201.3  Nonapplicability  to  investigations; 

transcripts  in  investigations. 

201.4  Issuance,  amendment  and  repeal  of 

rules  of  general  application. 

201.5  Business  hours. 

201.6  Notice  of  proceedings  and  hearings. 

201.7  Answers. 

201 A  Settlements,  pre-trial  conferences 
and  procedural  agreements. 

201 .9  Parties  and  limited  participation. 

201.10  Consolidation. 

201.11  Hearings  for  the  purpose  of  taking 

evidence;  procedure. 

201.12  Motions  and  applications. 

201.13  Extension  of  time  and  adjournments. 

201.14  Evidence. 

201.15  Depositions  and  interrogatories. 

201.16  Proposed  findings  and  conclusions; 

recommended  decision. 

201.17  Exceptions  to  recommended 

decisions. 

201.18  Briefs. 

201.19  Special  time  limits  for  broker-dealer 

suspension  cases. 

201 .20  Contents  and  certification  of  record. 

201.21  Hearings  before  the  Commission. 

201.22  Filings;  formalities;  computation  of 

time. 

201.23  Service  of  pleadings,  etc.  other  than 

moving  papers. 

201.24  Incorporation  by  reference. 

201.25  Availability  of  information  to  public. 

201.26  Confidential  treatment  of  certain 

matters. 

Authority:  §5  201.1  to  201.26  issued  under 
secs.  19,  23,  48  Stat.  85.  as  amended,  901,  as 
amended,  sec.  20,  49  Stat.  833,  sec.  319,  53 
Stat.  1173,  secs.  38,  211,  54  Stat.  841,  855;  15 
U.S.C.  77s,  77sss,  78w,  79t,  80a-37,  80b-ll. 

§  201.1  Scope  of  rules  of  practice. 

These  rules  of  practice  are  generally 
applicable  to  proceedings  before  the 
Commission  under  the  statutes  which  it 
administers,  particularly  those  which  in¬ 
volve  a  hearing  or  opportunity  for  hear¬ 
ing  before  the  Commission  or  its  duly 
designated  officer.  In  connection  with 
any  particular  matter,  reference  should 
also  be  made  to  any  special  requirements 
of  procedure  and  practice  that  may  be 
captained  in  the  particular  statute  in¬ 
volved  or  the  rules  and  forms  adopted  by 
the  Commission  thereunder,  which  spe¬ 
cial  requirements  are  controlling. 

§  201.2  Appearance  and  practice  before 
the  Commission.1 

(a)  By  non-lawyers.  An  individual 
may  appear  in  his  own  behalf,  a  member 
of  a  partnership  may  represent  the  part¬ 
nership,  a  bona  fide  officer  of  a  corpora¬ 
tion,  trust  or  association  may  represent 

1  Additional  restrictions  upon  practice  by 
former  employees  of  the  Commission  are 
contained  in  Rule  6  of  the  Commission’s 
Conduct  Regulation  (§  200.36  of  this 
chapter). 
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the  corporation,  trust  or  association,  and 
an  officer  or  employee  of  a  State  com¬ 
mission  or  of  a  department  or  political 
subdivision  of  a  State  may  represent  the 
State  commission  or  the  department  or 
political  subdivision  of  the  State,  in  any 
proceeding. 

(b)  By  lawyers.  A  person  may  be  rep¬ 
resented  in  any  proceeding  by  an  attor¬ 
ney  at  law  admitted  to  practice  before 
the  Supreme  Court  of  the  United  States, 
or  the  highest  court  of  any  State  or  Ter¬ 
ritory  of  the  United  States,  or  the  Court 
of  Appeals  or  the  District  Court  of  the 
United  States  for  the  District  of  Colum¬ 
bia. 

(c)  Representation  only  as  specified. 
A  person  shall  not  be  represented  at  any 
hearing  before  the  Commission  or  *  a 
hearing  officer  except  as  stated  in  para¬ 
graphs  (a)  and  (b)  of  this  section  or 
except  as  otherwise  permitted  by  the 
Commission. 

(d)  Notice  of  appearance;  power  of 
attorney.  When  an  attorney  appears 
before  the  Commission  or  a  hearing  of¬ 
ficer  in  a  representative  capacity  in  a 
particular  proceeding  which  involves  a 
hearing  or  an  opportunity  for  hearing, 
he  shall  file  with  the  Commission  a  writ¬ 
ten  notice  of  such  appearance,  which 
shall  state  his  name,  address  and  tele¬ 
phone  number  and  the  name  and  ad¬ 
dress  of  the  person  or  persons  on  whose 
behalf  he  appears.  Any  person  appear¬ 
ing  or  practicing  before  the  Commission 
in  a  representative  capacity  may  be  re¬ 
quired  to  file  a  power  of  attorney  with 
the  Commission  showing  his  authority 
to  act  in  such  capacity. 

(e)  Suspension  and  disbarment.  The 
Commission  may  deny,  temporarily  or 
permanently,  the  privilege  of  appearing 
or  practicing  before  it  in  any  way  to  any 
person  who  is  found  by  the  Commission 
after  notice  of  and  opportunity  for  hear¬ 
ing  in  the  matter  (1)  not  to  possess  the 
requisite  qualifications  to  represent 
others,  or  (2)  to  be  lacking  in  character 
or  integrity  or  to  have  engaged  in  un¬ 
ethical  or  improper  pro  -ssional  conduct. 

(f)  Contemptuous  conduct.  Con¬ 
temptuous  conduct  at  any  hearing  be¬ 
fore  the  Commission  or  a  hearing  officer 
shall  be  ground  for  exclusion  from  said 
hearing  and  for  summary  suspension 
without  a  hearing  for  the  duration  of 
the  hearing. 

(g)  Practice  defined.  For  the  pur¬ 
poses  of  this  rule,  practicing  before  the 
Commission  shall  include,  but  shall  not 
be  limited  to  (1)  transacting  any  busi¬ 
ness  with  the  Commission;  and  (2)  the 
preparation  of  any  statement,  opinion 
or  other  paper  by  any  attorney,  account¬ 
ant,  engineer  or  other  expert,  filed  with 
the  Commission  in  any  registration 
statement,  notification,  application,  re¬ 
port  or  other  document  with  the  consent 
of  such  attorney,  accountant,  engineer 
or  other  expert. 

§  201.3  Nonapplicability  to  investiga¬ 
tions  ;  transcripts  in  investigations. 

(a)  Nonapplicability  of  rules  of  prac¬ 
tice.  These  rules  of  practice,  other  than 
$  201.2(e)  and  except  to  the  extent  to 
which  these  sections  specifically  refer  to 
investigations,  shall  not  be  applicable  to 
investigations  conducted  by  the  Com¬ 


mission  pursuant  to  sections  8(e) ,  19(b) , 
and  20(a)  of  the  Securities  Act  of  1933; 
section  21(a)  of  the  Securities  Exchange 
Act  of  1934;  sections  11(a),  13(g),  18(a), 
18(b)  and  30  of  the  Public  Utility  Hold¬ 
ing  Company  Act  of  1935;  section  321(a) 
of  the  Trust  Indenture  Act  of  1939;  sec¬ 
tion  209(a)  of  the  Investment  Advisers 
Act  of  1940;  or  sections  14(b)  and  42(a) 
of  the  Investment  Company  Act  of  1940. 

(b)  Right  to  copy  of  data  or  transcript 
of  testimony.  A  person  who  has  sub¬ 
mitted  data  or  evidence  in  such  investi¬ 
gations  shall  be  entitled  to  retain  or  pro¬ 
cure  a  copy  of  his  data  or  a  transcript 
of  his  testimony  on  payment  of  the  pre¬ 
scribed  fees;  provided,  however,  in  the 
case  of  non-public  investigations  such 
person  shall  file  a  written  request  stating 
the  reason  for  desiring  to  procure  such 
copy  or  transcript.  The  Commission 
may  in  any  non-public  investigatory  pro¬ 
ceeding  for  good  cause  deny  such  request. 
In  the  latter  event,  such  person,  upon 
proper  identification,  shall  have  the  right 
to  inspect  the  official  transcript  of  his 
testimony. 

(c)  Counsel  for  witnesses  in  investi¬ 
gations.  Any  person  compelled  to  ap¬ 
pear  in  person  at  an  investigation  desig¬ 
nated  in  paragraph  (a)  of  this  section 
may  be  accompanied,  represented  and 
advised  by  counsel,  but  such  counsel  may 
not  represent  any  other  witness  or  any 
person  being  investigated,  unless  per¬ 
mitted  in  the  discretion  of  the  officer 
conducting  the  investigation  or  of  the 
Commission  upon  being  satisfied  that 
there  is  no  conflict  of  interest  in  such 
representation  and  that  the  presence  of 
identical  counsel  for  other  witnesses  or 
persons  being  investigated  would  not 
tend  to  hinder  the  course  of  the  investi¬ 
gation. 

§  201.4  Issuance,  amendment  and  repeal 
of  rules  of  general  application. 

(a)  By  petition.  Any  person  desiring 
the  issuance,  amendment  or  repeal  of  a 
rule  of  general  application  may  file  a 
petition  therefor  with  the  Secretary  of 
the  Commission.  Such  petition  shall  in¬ 
clude  a  statement  setting  forth  the  text 
of  any  proposed  rule  or  amendment  de¬ 
sired  or  specifying  the  rule,  the  repeal 
of  which  is  desired  and  stating  the  nature 
of  his  interest  and  his  reasons  for  seek¬ 
ing  the  issuance,  amendment  or  repeal 
of  the  rule.  The  Secretary  shall  ac¬ 
knowledge  receipt  of  the  petition  and 
refer  it  to  the  Commission  for  such  action 
as  the  Commission  deems  appropriate, 
and  shall  notify  the  petitioner  of  the 
action  taken  by  the  Commission. 

(b)  Notice  of  proposed  issuance, 
amendment  or  repeal  of  rules.  Except 
where  the  Commission  finds  that  notice 
and  public  procedure  are-  impracticable, 
unnecessary,  or  contrary  to  the  public 
interest,  whenever  the  Commission  pro¬ 
poses  to  issue,  amend,  or  repeal  any  rule 
or  regulation  of  general  application  other 
than  an  interpretative  rule,  general 
statement  of  policy,  or  a  rule  of  agency 
organization,  procedure,  or  practice,  or 
any  matter  relating  to  agency  manage¬ 
ment  or  personnel  or  to  public  property, 
loans,  grants,  benefits,  or  contracts,  there 
shall  first  be  published  in  the  Federal 
Register  a  notice  of  the  proposed  action. 


Such  notice  shall  include  (l)a  statement 
of  the  time,  place,  and  nature  of  the  rule- 
making  proceeding,  with  particular 
reference  to  the  manner  in  which  inter¬ 
ested  persons  shall  be  afforded  the  op¬ 
portunity  to  participate  in  such  proceed¬ 
ings;  (2)  reference  to  the  authority  under 
which  the  rule  is  proposed;  and  (3)  the 
terms  or  substance  of  the  proposed  rule 
or  a  description  of  the  subjects  and 
issues  involved. 

§  201.5  Business  hours. 

The  principal  office  of  the  Commission, 
at  425  Second  Street  NW.,  Washington, 
D.C.,  is  open  each  day,  except  Saturdays, 
Sundays,  and  holidays,  from  9  a.m.  to 
5:30  p.m.,  eastern  standard  time  or 
eastern  daylight-saving  time,  whichever 
is  currently  in  effect  in  Washington. 

§  201.6  Notice  of  proceedings  and  hear¬ 
ings. 

(a)  Notice  of  proceedings;  order  for 
proceedings.  Whenever  an  order  for 
proceeding  is  issued  by  the  Commission, 
appropriate  notice  thereof  shall  be  given 
by  the  Secretary  or  other  duly  designated 
officer  of  the  Commission  to  each  party 
to  the  proceeding  and  any  other  person 
entitled  to  notice  or  to  the  person  desig¬ 
nated  by  any  such  party  or  person  as 
being  authorized  to  receive  on  his  behalf 
notices  issued  by  the  Commission.  The 
parties  or  persons  entitled  to  notice  shall 
be  timely  informed  of  the  time,  place  and 
nature  of  any  hearing  and  the  legal  au¬ 
thority  and  jurisdiction  under  which  the 
hearing  is  to  be  held,  and  furnished  a 
short  and  simple  statement  of  the  mat¬ 
ters  of  fact  and  law  to  be  considered  and 
determined.  In  proceedings  in  which  an 
answer  is  directed  pursuant  to  §  201.7, 
the  order  for  proceeding  shall  set  forth 
the  action  proposed  and  the  factual  and 
legal  basis  alleged  therefor  in  such  detail 
as  will  permit  a  specific  response  thereto. 

•  (b)  Notice  of  hearing;  service  of 
notice.  The  time  and  place  for  any  hear¬ 
ing  in  a  proceeding  shall  be  fixed  with 
due  regard  for  the  public  interest  and 
the  convenience  and  necessity  of  the 
parties  or  their  representatives.  Each 
party  or  person  entitled  to  notice  shall 
be  given  notice  of  hearing  a  reasonable 
time  in  advance  of  the  hearing,  and  such 
notice  may  be  given  by  personal  service, 
by  confirmed  telegraphic  notice  or,  in 
any  proceedings  other  than  those  pur¬ 
suant  to  section  8  of  the  Securities  Act 
of  1933  or  sections  305  or  307  of  the  Trust 
Indenture  Act  of  1939,  by  registered  mail, 
addressed  to  his  last  known  business  or 
residence  address  or  to  the  address  of 
his  agent  for  service. 

(c)  Publication  of  notice  of  hearing. 
Unless  otherwise  ordered  by  the  Com¬ 
mission,  notice  of  any  public  hearing 
shall  be  given  general  circulation  by  re¬ 
lease  to  the  public  press  and,  where 
ordered,  by  publication  in  the  Federal 
Register. 

(d)  Amendment  of  order  for  proceed¬ 
ings.  In  any  proceeding  amendments  to 
the  matters  of  fact  and  law  to  be  con¬ 
sidered  may  be  authorized,  for  cause 
shown,  by  the  hearing  officer  during  the 
course  of  the  hearing,  or  by  the  Commis¬ 
sion  at  any  time. 
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§  201.7  Answers. 

(a)  When  required.  In  any  order  for 
proceeding  issued  by  the  Commission, 
the  Commission  may  direct  that  any 
party  respondent  shall  file  an  answer  to 
the  allegations  contained  in  the  order 
for  proceeding,  and  any  party  in  any 
proceeding  may  file  an  answer. 

(b)  Time  to  file  answer.  Except  where 
a  different  period  is  provided  by  rule  or 
by  order,  a  party  respondent  directed  to 
file  an  answer  as  provided  in  paragraph 

(a)  of  this  section  shall  do  so  within  15 
days  after  service  upon  him  of  the  order 
for  proceeding.  Any  other  person  ad¬ 
mitted  to  such  a  proceeding  (except  a 
person  becoming  a  party  under 
§  201.9(a))  may  be  required  to  file  an 
answer  within  such  time  as  is  directed 
by  the  hearing  officer  or  the  Commission. 
Where  amendments  to  the  matters  of 
fact  and  law  to  be  considered  in  such 
proceeding  are  authorized  subsequent  to 
the  institution  of  the  proceeding,  the 
parties  may  be  required  to.  answer  within 
a  reasonable  time  the  matters  of  fact  and 
law  to  be  considered  as  amended. 

(c)  Requirements  of  answer ;  effect  of 
failure  to  deny.  Unless  otherwise  di¬ 
rected  by  the  Commission,  an  answer  re¬ 
quired  by  this  section  shall  specifically 
admit,  deny,  or  state  that  the  party  does 
not  have  and  is  unable  to  obtain  sufficient 
information  to  admit  or  deny,  each  alle¬ 
gation  in  the  order  for  proceeding.  A 
statement  of  a  lack  of  information  shall 
have  the  effect  of  a  denial.  Any  allega¬ 
tion  not  denied  shall  -be  deemed  to  be 
admitted.  When  a  party  intends  in  good 
faith  to  deny  only  a  part  or  a  qualifica¬ 
tion  of  an  allegation,  he  shall  specify  so 
much  of  it  as  is  true  and  shall  deny  only 
the  remainder. 

(d)  Motion  for  more  definite  state¬ 
ment.  A  party  may  file,  with  an  answer 
required  by  this  section,  a  motion  for  a 
more  definite  statement  of  specified  mat¬ 
ters  of  fact  or  law  to  be  considered  or 
determined.  Such  motion  shall  state  the 
respects  in  which,  and  the  reasons  why, 
each  such  matter  of  fact  or  law  should 
be  required  to  be  made  more  definite. 
If  the  motion  is  granted,  the  order  grant¬ 
ing  such  motion  will  set  the  periods  in 
which  such  statement,  and  any  answer 
thereto,  shall  be  filed. 

(e)  Effect  of  failure  to  file  answer.  If 
a  party  fails  to  file  an  answer  required 
by  this  section  within  the  time  provided, 
the  proceeding  may  be  determined 
against  such  party  by  the  Commission 
upon  consideration  of  the  order  for  pro¬ 
ceeding,  the  allegations  of  which  may  be 
deemed  to  be  true. 

(f)  Signature  on  answer ;  requirement 
and  effect.  Every  answer  filed  pursuant 
to  this  section  shall  be  signed  by  the 
party  filing  it  or  by  at  least  one  attorney, 
in  his  individual  name,  who  represents 
such  party.  The  signature  constitutes  a 
certificate  by  the  signer  that  he  has  read 
the  answer;  that  to  the  best  of  his  knowl¬ 
edge,  information  and  belief  there  is 
good  ground  to  support  it;  and  that  it  is 
not  interposed  for  delay. 

§  201.8  Settlements,  pre-trial  confer¬ 
ences  and  procedural  agreements. 

(a)  Offers  of  settlement.  (1)  Parties 
may  propose  in  writing  offers  of  settle¬ 


ment  which  shall  be  submitted  to  and 
considered  by  the  interested  division  of 
the  Commission  where  time,  the  nature 
of  the  proceeding,  and  the  public  interest 
permit.  Such  offers  may  be  made  at  any 
time  during  the  course  of  the  proceed¬ 
ing;  and  (2)  the  interested  division  shall 
present  an  offer  of  settlement  to  the 
Commission  with  its  recommendation, 
except  that  where  the  division’s  recom¬ 
mendation  is  unfavorable,  the  offer  shall 
not  be  presented  to  the  Commission  by 
the  division  unless  the  party  making  the 
offer  so  requests.  Where  the  Commis¬ 
sion  deems  it  appropriate,  it  may  also 
give  the  party  making  the  offer  an  op¬ 
portunity  to  make  an  oral  presentation 
to  the  Commission.  Where  the  Commis¬ 
sion  rejects  an  offer  of  settlement,  the 
party  making  the  offer  shall  be  notified 
of  the  Commission’s  action  and  the  offer 
of  settlement  shall  be  deemed  withdrawn 
and  such  offer  and  any  documents  relat¬ 
ing  thereto  shall  not  constitute  a  part  of 
the  record.  Pinal  acceptance  by  the 
Commission  of  any  offer  of  settlement 
will  be  only  by  its  Findings  and  Opinion 
issued  in  the  proceedings. 

(b)  Specification  of  procedures.  In 
any  proceeding  the  moving  party  shall, 
in  the  moving  papers  or  the  notice  of 
hearing  if  that  is  practicable,  or,  if  not, 
as  early  as  practicable  in  the  course  of 
the  hearing,  specify  the  procedures  con¬ 
sidered  necessary  or  appropriate  in  the 
proceeding,  with  particular  reference  to 
(1)  whether  there  should  be  a  recom¬ 
mended  decision  by  a  hearing  officer,  (2) 
whether  there  should  be  a  recommended 
decision  by  any  other  responsible  officer 
of  the  Commission,  (3)  whether  the  in¬ 
terested  division  of  the  Commission  may 
assist  in  the  preparation  of  the  Commis¬ 
sion’s  decision,  and  (4)  whether  there 
should  be  a  30-day  waiting  period  be¬ 
tween  the  issuance  of  the  Commission’s 
order  and  the  date  it  is  to  become  effec¬ 
tive.  Any  other  party  may  object 
promptly  or  within  such  time  as  shall  be 
designated  by  the  hearing  officer,  having 
due  regard  to  the  circumstances  of  the 
case,  to  the  procedure  so  specified  and 
such  party  may  specify  such  additional 
procedure  as  he  considers  necessary  or 
appropriate;  in  the  absence  of  such  ob¬ 
jection  or  specification  of  additional  pro¬ 
cedure,  such  party  may  be  deemed  to 
have  waived  objection  to  the  specified 
procedure  and  to  the  omission  of  any 
procedure  not  specified,  unless  the  Com¬ 
mission,  for  good  cause  shown  and  upon 
taking  into  account  any  resulting  prej¬ 
udice  to  other  parties,  determines  the 
contrary. 

(c)  Conferences  on  procedure ;  stipu¬ 
lations.  The  hearing  officer  on  his  own 
motion  may,  or  at  the  request  of  any 
party  shall,  call  a  conference  of  the  par¬ 
ties  at  the  opening  of  the  hearing  or  at 
any  subsequent  time  for  the  purpose  of 
specifying  and  agreeing  on  the  pro¬ 
cedural  steps  to  be  followed  or  omitted 
in  the  proceeding.  Any  proposal  as  to 
the  procedural  matters  enumerated  in 
paragraph  (b)  of  this  section,  or,  sub¬ 
ject  to  the  approval  of  the  hearing 
officer,  any  other  procedural  matter 
which  is  agreed  upon  by  all  parties  pres¬ 
ent  and  which  is  not  contrary  to  any 
specific  provision  of  this  part,  shall  be 


embodied  in  an  appropriate  stipulation, 
which  shall  become  part  of  the  record, 
and  shall  determine  the  procedure  in  that 
respect,  except  that  the  Commission 
may,  upon  taking  into  account  any  re¬ 
sulting  prejudice  to  the  parties,  vary 
such  procedure  at  the  request  of  any 
party  or  on  its  own  motion. 

(d)  Conferences  on  issues.  During 
the  course  of  any  proceeding,  to  the  ex¬ 
tent  practicable,  where  time,  the  nature 
of  the  proceeding  and  the  public  inter¬ 
est  permit,  the  hearing  officer  shall,  at 
the  request  of  any  party  or  upon  his  own 
motion,  hold  conferences  for  the  purpose 
of  clarifying  and  simplifying  issues  by 
consent  of  the  parties.  . 

§  201.9  Parties  and  limited  participation. 

(a)  Who  may  become  parties;  inter¬ 
ested  division  a  party.  Any  interested 
representative,  agency,  authority  or  in¬ 
strumentality  of  the  United  States  or  any 
interested  State,  State  commission, 
municipality  or  other  political  subdivi¬ 
sion  of  a  State  shall  become  a  party  to 
any  proceeding  upon  the  filing  of  a  writ¬ 
ten  notice  of  appearance  therein.  The 
interested  division  of  the  Commission 
shall  be  deemed  a  party  to  all  proceed¬ 
ings. 

(b)  Parties  in  broker-dealer  proceed¬ 
ings.  In  proceedings  under  sections 
15(b) ,  15A(1)  (2)  or  19(a)  (3)  of  the  Se¬ 
curities  Exchange  Act  of  1934,  any  per¬ 
son  associated  with  a  member  of  a  na¬ 
tional  securities  association,  a  member  of 
a  national  securities  exchange,  a  broker 
or  a  dealer,  whose  interests  may  be 
affected  by  the  proceedings,  shall  be  en¬ 
titled  to  participate  as  a  party.  If  he 
participates  generally  in  the  proceedings 
or  files  a  notice  of  appearance,  he  shall 
be  deemed  a  party  of  record  and  will  be 
given  notices  of  intermediate  develop¬ 
ments  in  the  proceedings.  In  any  event 
he  may  inform  himself  of  such  develop¬ 
ments  by  attendance  at  the  hearings  or 
examination  of  the  record  (whether  the 
proceedings  be  public  or  private)  or  by 
arrangement  with  a  party  of  record  so 
that  he  can  determine  whether  he  de¬ 
sires  to  be  heard  at  any  time.  The  term 
“person  associated”  as  used  in  this  sec¬ 
tion  shall  mean  a  person  associated  with 
a  member,  broker  or  dealer  in  any  of  the 
capacities  specified  in  sections  15(b)  and 
15A(b)  (4)  of  the  Securities  Exchange 
Act  of  1934. 

(c)  Limited  participation ;  leave  to  be 
heard.  Any  person  may,  at  the  discretion 
of  the  hearing  officer,  be  given  leave  to 
be  heard  in  any  proceeding  as  to  any 
matter  affecting  his  interests.  Requests 
for  leave  to  be  heard  shall  be  in  writing, 
shall  set  forth  the  nature  and  extent  of 
the  aplicant’s  interest  in  the  proceeding, 
and,  except  where  good  cause  for  late 
filing  is  shown,  shall  be  filed  not  later 
than  2  days  prior  to  the  date  fixed  for 
the  commencement  of  the  hearing,  or 
where  a  respondent  is  required  to  answer, 
requests  for  leave  to  be  heard  shall  be 
filed  within  the  time  provided  for  the 
filing  of  the  answer.  The  hearing  officer 
or  the  Commission  may  direct  any  per¬ 
son  requesting  leave  to  be  heard  to  sub¬ 
mit  himself  to  examination  as  to  his  in¬ 
terest  in  the  proceeding. 
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(d)  Rights  of  participant.  Leave  to 
be  heard  pursuant  to  paragraph  (c)  of 
this  section  may  include  such  rights  of  a 
party  as  the  hearing  officer  may  deem 
appropriate,  except  that  oral  argument 
before  the  Commission  may  be  permitted 
only  by  the  Commission  upon  written  re¬ 
quest  therefor.  Persons  granted  leave 
to  be  heard  shall  be  bound,  except  as  may 
be  otherwise  determined  by  the  hearing 
officer,  by  any  stipulation  between  the 
parties  to  the  proceeding  with  respect 
to  procedure,  including  submission  of 
evidence,  substitution  of  exhibits,  cor¬ 
rections  of  the  record,  the  time  within 
which  briefs  or  exceptions  may  be  filed 
or  proposed  findings  and  conclusions 
may  be  submitted,  the  filing  of  recom¬ 
mended  decisions,  the  procedure  to  be 
followed  in  the  preparation  of  decisions, 
and  the  effective  date  of  the  Commis¬ 
sion’s  order  in  the  case.  Where  the 
filing  of  briefs  or  exceptions  or  the 
submission  of  proposed  findings  and 
conclusions  are  waived  by  the  parties 
to  the  proceedings,  a  person  granted 
leave  to  be  heard  pursuant  to  para¬ 
graph  (c)  of  this  section  shall  not 
be  permitted  to  file  a  brief  or  exceptions 
or  submit  proposed  findings  and  conclu¬ 
sions  except  by  leave  of  the  Commission 
or  of  the  hearing  officer,  if  the  hearing  is 
pending  before  the  hearing  officer.  Ex¬ 
cept  as  may  otherwise  be  specifically 
directed  by  the  hearing  officer  at  the  re¬ 
quest  of  any  person  granted  leave  to  be 
heard,  such  person  shall  be  expected  to 
inform  himself  by  attendance  at  public 
hearings  and  by  examination  of  the  pub¬ 
lic  files  of  the  Commission  as  to  the 
various  steps  taken  in  the  proceeding  in¬ 
cluding  continuances,  the  filing  of 
amendments,  answers,  motions,  or  briefs 
by  parties  to  the  proceeding,  or  the  fixing 
of  time  for  any  such  action,  and  such 
person  shall  not  be  entitled  as  of  right 
to  other  notice  thereof,  or  to  service  of 
copies  of  documents. 

(e)  When  intervention  as  party 
granted.  Except  as  provided  in  para¬ 
graphs  (a)  and  (b)  of  this  section,  no 
person  shall  be  admitted  as  a  party  to 
a  proceeding  by  intervention  unless  the 
Commission  is  satisfied  on  the  basis  of 
the  written  application  of  such  person 
(and  any  evidence  taken  in  connection 
therewith)  that  his  participation  as  a 
party  will  be  in  the  public  interest,  and 
that  leave  to  be  heard  pursuant  to  para¬ 
graphs  (c)  and  (d)  of  this  section  would 
be  inadequate  for  the  protection  of  his 
interests. 

(f)  Permission  to  state  views.  Any 
person  who  has  not  complied  with  the 
requirements  of  paragraph  (c)  of  this 
section  may,  in  the  discretion  of  the 
hearing  officer,  be  permitted  to  file  a 
memorandum  or  make  an  oral  state¬ 
ment  of  his  views,  and  the  hearing  officer 
may  accept  for  the  record  written  com¬ 
munications  received  from  any  such 
person.  Unless  offered  and  admitted  as 
evidence  of  the  truth  of  the  statements 
therein  made,  the  memoranda  and  oral 
or  written  communications  submitted 
pursuant  to  the  provisions  of  this  para¬ 
graph  will  be  considered  only  to  the  ex¬ 
tent  that  the  statements  therein  made 
are  otherwise  supported  by  the  record. 


(g)  Certain  persons  entitled  to  leave 
to  be  heard.  The  hearing  officer  is  di¬ 
rected  to  grant  leave  to  be  heard  under 
paragraph  (c)  or  (f)  of  this  section, 
whichever  may  be  applicable,  to  any  per¬ 
son  to  whom  it  is  proposed  to  issue  any 
security  in  exchange  for  one  or  more 
bona  fide  outstanding  securities,  claims 
or  property  interests,  or  partly  in  such 
exchange  and  partly  for  cash,  where  the 
Commission  is  authorized  to  approve  the 
terms  and  conditions  of  such  issuance 
and  exchange  after  a  hearing  upon  the 
fairness  of  such  terms  and  conditions. 

(h)  Review  by  Commission;  modi  flea - 
tion  of  participation  provisions.  Any 
ruling  of  the  hearing  officer  as  to  mat¬ 
ters  within  the  scope  of  this  section  is 
subject  to  review  by  the  Commission  at 
the  close  of  the  proceeding,  or  at  the 
Commission’s  discretion,  in  the  course 
of  the  proceeding.  The  Commission  may, 
by  order  in  any  case,  modify  the  pro¬ 
visions  of  this  section  which  would 
otherwise  be  applicable,  and  may  im¬ 
pose  such  terms  and  conditions  on  the 
participation  of  any  person  in  any  pro¬ 
ceeding  as  it  may  deem  necessary  or  ap¬ 
propriate  in  the  public  interest. 

§  201.10  Consolidation. 

By  order  of  the  Commission,  proceed¬ 
ings  involving  a  common  question  of  law 
or  fact  may  be  joined  for  hearing  of  any 
or  all  the  matters  in  issue  in  such  pro¬ 
ceedings  and  such  proceedings  may  be 
consolidated;  and  the  Commission  may 
make  such  orders  concerning  the  con¬ 
duct  of  such  proceedings  as  may  tend 
to  avoid  unnecessary  costs  or  delay. 

§  201.11  Hearings  for  the  purpose  of 
taking  evidence;  procedure. 

(a)  When  held.  Hearings  for  the 
purpose  of  taking  evidence  shall  be  held 
as  ordered  by  the  Commission. 

(b)  Presiding  officers ;  public  hearings. 
All  such  hearings  shall  be  held  before 
the  Commission  or  a  hearing  officer,  who 
shall  be  a  hearing  examiner  or  other 
officer  duly  designated  by  the  Commis¬ 
sion  or  shall  be  one  .or  more  members 
of  the  Commission.  The  hearings  shall 
be  conducted  in  an  impartial  and  or¬ 
derly  manner.  All  such  hearings,  ex¬ 
cept  hearings  on  applications  for  con¬ 
fidential  treatment  filed  pursuant  to  the 
provisions  of  Clause  30  of  Schedule  A  of 
the  Securities  Act  of  1933,  section  24(b) 
of  the  Securities  Exchange  Act  of  1934, 
section  22(b)  of  the  Public  Utility  Hold¬ 
ing  Company  Act  of  1935,  section  45(a) 
of  the  Investment  Company  Act  of  1940, 
section  210(a)  of  the  Investment  Ad¬ 
visers  Act  of  1940,  or  the  rules  and  regu¬ 
lations  promulgated  under  such  sections, 
shall  be  public  unless  otherwise  ordered 
by  the  Commission.  No  hearing  shall 
be  private  where  all  respondents  request 
that  the  hearing  be  made  public. 

(c)  Disqualification  of  hearing  officer. 
In  any  hearing  for  the  purpose  of  taking 
evidence  a  hearing  officer  may  withdraw 
from  a  case  when  he  deems  himself  dis¬ 
qualified.  In  such  event  he  shall  im¬ 
mediately  notify  the  Commission  of  his 
withdrawal  and  inform  it  of  his  reasons 
for  such  action.  Any  party  or  any  per¬ 
son  who  has  been  granted  leave  to  be 
heard  pursuant  to  §  201.9  may  in  good 


faith  request  a  hearing  officer  to  with¬ 
draw  on  the  grounds  of  personal  bias 
or  other  disqualification.  The  person 
seeking  disqualification  shall  file  with 
the  hearing  officer  a  timely  affidavit 
setting  forth  in  detail  the  facts  alleged 
to  constitute  grounds  for  disqualification, 
and  the  hearing  officer  may  file  a  re¬ 
sponse  thereto.  If  the  hearing  officer 
believes  himself  not  disqualified,  he  shall 
so  rule  and  proceed  with  the  hearing. 
If  the  person  seeking  disqualification  ex¬ 
cepts  from  the  ruling  of  the  hearing 
officer,  the  hearing  officer  shall  certify 
the  question  together  with  the  affidavit 
and  any  response  filed  in  connection  with 
it,  to  the  Commission.  The  Commission 
may  rule  on  the  question  without  hear¬ 
ing  or  it  may  require  testimony  or  argu¬ 
ment  on  the  issues  raised.  The  affidavit 
and  response,  any  testimony  taken,  and 
the  decision  thereon  shall  be  part  of  the 
record  in  the  case. 

(d)  Functions  of  hearing  officer.  The 
hearing  officer  shall  regulate  the  course 
of  the  hearing  and  during  the  course  of 
such  hearing  shall  rule  upon  procedural 
matters  relating  to  the  hearing,  includ¬ 
ing  applications  for  the  issuance,  modifi¬ 
cation  or  quashing  of  subpoenas  and  the 
taking  of  depositions  and  interrogatories 
pursuant  to  §§  201.4(b)  and  201.15. 
Upon  notice  to  all  parties,  the  hearing 
officer  may  reopen  any  hearing  prior  to 
the  filing  of  a  recommended  decision 
therein,  or,  if  no  recommended  decision 
is  to  be  filed,  prior  to  the  time  for  filing 
briefs  with  the  Commission. 

(e)  Rulings  by  hearing  officer;  excep¬ 
tions.  All  applications,  motions  and  ob¬ 
jections  made  during  the  course  of  the 
hearing  shall  be  made  to  and  decided 
by  the  hearing  officer,  except  that  where 
his  ruling  would  dispose  of  the  proceed¬ 
ing  in  whole  or  in  part,  it  shall  be  made 
in  his  recommended  decision  submitted 
after  the  conclusion  of  the  hearing.  Ob¬ 
jections  to  the  admission  or  exclusion 
of  evidence  must  be  made  on  the  record 
and  shall  be  in  short  form,  stating  the 
grounds  of  objections  relied  upon,  and 
the  transcript  shall  not  include  argu¬ 
ment  or  debate  thereon  except  as  ordered 
by  the  hearing  officer.  Rulings  by  the 
hearing  officer  on  all  applications,  mo¬ 
tions  and  objections  shall  be  part  of  the 
record.  Exceptions  to  any  ruling  thereon 
by  the  hearing  officer  need  not  be  noted 
at  the  time  of  the  ruling  in  order  to  be 
urged  before  the  Commission.  Such  ex¬ 
ceptions  will  be  deemed  waived  however, 
unless  raised  in  accordance  with  §  201.12 
(a)  or  in  the  manner  of  a  proposed  find¬ 
ing  in  accordance  with  §  201.16(d)  or 
in  the  manner  of  an  exception  to  a  rec¬ 
ommended  decision  in  accordance  with 
S  201.17. 

(f)  Transcript  of  hearings.  Hearings 
for  the  purpose  of  taking  evidence  shall 
be  stenographically  reported,  and  a 
transcript  thereof  shall  be  made. 

§  201.12  Motions  and  applications. 

(a)  Review  of  hearing  officer’s  rulings. 
Upon  exception  to  any  ruling  of  the 
hearing  officer,  the  matter  shall,  on  re¬ 
quest  of  a  party,  be  promptly  certified 
to  the  Commission  for  its  consideration 
upon  a  finding  by  the  hearing  officer: 
(1)  That  there  is  at  issue  a  privilege  not 
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to  answer  questions  posed;  or  (2)  that  a 
subsequent  reversal  of  the  ruling  by  the 
Commission  would  unduly  delay  or  pro¬ 
long  the  proceeding  or  cause  undue  in¬ 
convenience  to  the  parties,  taking  into 
consideration  the  probability  of  such 
reversal.  If  the  hearing  officer  does  not 
certify  the  matter,  a  party  may  apply 
to  the  Commission  for  review,  or  the 
Commission  on  its  own  motion  may  di¬ 
rect  that  the  matter  be  submitted  to  it 
for  review.  Unless  otherwise  ordered  by 
the  hearing  officer,  the  hearing  before  the 
hearing  officer  shall  continue  whether 
or  not  such  certification  or  application 
is  made.  Failure  to  request  certification 
or  to  make  such  an  application  will  not 
waive  the  right  to  seek  review  of  the  rul¬ 
ing  of  the  hearing  officer  after  the  close 
of  the  hearing  pursuant  to  §§  201.16(d) 
and  201.17.  The  Commission  will  pre¬ 
scribe  the  procedure  for  each  applica¬ 
tion  hereunder  and  paragraphs  (b)  and 
(c)  of  this  section  shall  not  apply. 

(b)  Motions  to  Commission.  All  mo¬ 
tions  and  applications  not  required  to  be 
made  to  the  hearing  officer  pursuant  to 
§  201.11  shall  be  made  to  and  ruled  upon 
by  the  Commission. 

(c)  Filing  of  motions  to  Commission ; 
briefs.  Motions  or  applications  calling 
for  determination  by  the  Commission 
shall  be  filed  with  the  Secretary  or  other 
duly  authorized  officer  of  the  Commis¬ 
sion  in  writing,  provided  that  motions  or 
applications  calling  for  determination  by 
the  Commission  but  made  in  the  course 
of  a  hearing  may  be  filed  in  writing  with 
the  hearing  officer,  who  shall  refer  such 
motion  or  application  to  the  Commission. 
Any  such  motion  or  application  shall  be 
accompanied  by  a  written  brief  of  the 
points  and  authorities  relied  upon  in  sup¬ 
port  of  the  same.  Any  party  may  file  an 
answering  brief  within  5  days  after  serv¬ 
ice  upon  him  of  such  motion  or  other 
application  as  provided  in  §  201.23,  un¬ 
less  otherwise  directed  by  the  Commis¬ 
sion.  Motions  and  applications  will  be 
considered  on  the  briefs  filed  following 
the  time  for  filing  the  answering  brief, 
unless  otherwise  directed  by  the  Com¬ 
mission.  No  oral  argument  will  be  heard 
on  such  matters  unless  the  Commission 
so  directs.  Unless  otherwise  ordered  by 
the  Commission  or  the  hearing  officer, 
the  hearing  shall  continue  pending  the 
determination  of  the  motion  or  applica¬ 
tion  by  the  Commission. 

§  201.13  Extension  of  time  and  adjourn¬ 
ments. 

Except  as  otherwise  provided  by  law, 
the  Commission  for  cause  shown  may  ex¬ 
tend  or  shorten  any  time  limits  pre¬ 
scribed  by  this  part  for  filing  any  papers 
and  may  postpone  or  adjourn  any  hear¬ 
ing.  A  hearing  before  a  hearing  officer 
shall  begin  at  the  time  and  place  ordered 
by  the  Commission,  provided  that,  within 
the  limits  provided  by  statute,  the  hear¬ 
ing  officer  may  for  good  cause  postpone 
the  commencement  of  the  hearing  for 
not  more  than  7  days.  Any  convened 
hearing  may  be  adjourned  to  such  time 
and  place  as  may  be  ordered  by  the  Com¬ 
mission  or  by  the  hearing  officer.  It  is 
the  policy  of  the  Commission  that  such 
adjournments  shall  be  for  not  more  than 
30  days  and  in  no  event  shall  a  hearing 


officer  order  an  adjournment  for  a  period 
in  excess  of  45  days. 

§  201.14  Evidence. 

(a)  Presentation  and  admission  of  evi¬ 
dence.  All  witnesses  at  a  hearing  for 
the  purpose  of  taking  evidence  shall  tes¬ 
tify  under  oath  or  affirmation,  which 
shall  be  administered  by  the  hearing  offi¬ 
cer.  Every  party  shall  have  the  right  to 
present  such  oral  or  documentary  evi¬ 
dence  and  to  conduct  such  cross-exami¬ 
nation  as  may  be  required  for  a  full  and 
true  disclosure  of  the  facts.  The  hear¬ 
ing  officer  shall  receive  relevant  and 
material  evidence,  rule  upon  offers  of 
proof  and  exclude  all  irrelevant,  imma¬ 
terial  or  unduly  repetitious  evidence. 

(b)  Subpoenas;  motions  to  quash  or 
modify.  (1)  Any  member  of  the  Com¬ 
mission,  the  hearing  officer  or  any  other 
officer  designated  by  the  Commission  for 
the  purpose,  in  connection  with  any. 
hearing  ordered  by  the  Commission, 

(1)  Shall  issue  subpoenas  requiring 
the  attendance  and  testimony  of  wit¬ 
nesses  at  any  designated  place  of  hear¬ 
ing,  upon  application  therefor  .by  any 
party,  and 

(ii)  May  issue  subpoenas  requiring  the 
production  of  documentary  or  other 
tangible  evidence  at  any  designated 
place  of  hearing,  upon  written  applica¬ 
tion  by  any  party,  which  shall  include  a 
showing  of  the  general  relevance,  ma¬ 
teriality  and  reasonable  particularity  of 
the  documentary  or  other  tangible  evi¬ 
dence  desired  and  the  facts  to  be  proved 
by  them. 

(2)  In  cases  in  which  it  is  imprac¬ 
ticable  to  make  timely  application  to  the 
hearing  officer,  any  party  may  at  his  dis¬ 
cretion  apply  to  the  Regional  Adminis¬ 
trator  of  the  Commission  who  thereupon 
shall  issue  subpoenas  requiring  the  at¬ 
tendance  and  testimony  of  witnesses 
upon  the  application  of  any  party. 

(3)  Any  person  to  whom  a  subpoena 
is  directed  may,  prior  to  the  time  speci¬ 
fied  therein  for  compliance,  but  in  no 
event  more  than  5  days  after  the  date  of 
service  of  such  subpoena,  apply  to  the 
hearing  officer  or,  in  the  case  of  a  sub¬ 
poena  issued  by  a  member  of  the  Com¬ 
mission,  to  the  Commission  to  quash  or 
modify  such  subpoena,  accompanying 
such  application  with  a  brief  statement 
of  reasons  therefor.  Upon  notice  to  the 
person  upon  whose  application  the  sub¬ 
poena  was  issued,  and  opportunity  for 
hearing,  the  Commission  or  the  hearing 
officer,  as  the  case  may  be,  may  quash 
or  modify  the  subpoena. 

(c)  Witness  fees  and  mileage.  Wit¬ 
nesses  summoned  before  the  Commis¬ 
sion  shall  be  paid  the  same  fees  and  mile¬ 
age  that  are  paid  to  witnesses  in  the 
courts  of  the  United  States,  and  wit¬ 
nesses  whose  depositions  are  taken  and 
the  persons  taking  the  same  shall  sev¬ 
erally  be  entitled  to  the  same  fees  as  are 
paid  for  like  services  in  the  courts  of  the 
United  States.  Witness  fees  and  mile¬ 
age  shall  be  paid  by  the  party  at  whose 
instance  the  witnesses  appear. 

(d)  Officitil  notice.  The  Commission, 
the  hearing  officer  or  any  Commission 
officer  who  is  preparing  a  recommended 
decision  may  at  the  request  of  any  party, 
or  upon  his  qwn  motion,  take  official 


notice  of  any  material  fact  which  might 
be  judicially  noticed  by  a  district  court 
of  the  United  States,  any  matter  in  the 
public  official  records  of  the  Commission, 
or  any  matter  which  is  peculiarly  within 
the  knowledge  of  the  Commission  as  an 
expert  body.  If  official  notice  is  re¬ 
quested  or  taken  of  a  material  fact  not 
appearing  in  the  evidence  in  the  record, 
the  parties,  upon  timely  request,  shall 
be  afforded  an  opportunity  to  establish 
the  contrary. 

§  201.15  Depositions  and  interrogatories. 

(a)  Applications  and  orders  for  dep¬ 
ositions.  Any  party  desiring  to  take  a 
deposition  shall  make  wrritten  applica¬ 
tion  therefor,  setting  forth  the  reasons 
why  such  deposition  should  be  taken,  the 
name  and  residence  of  the  witness,  the 
matters  concerning  which  it  is  expected 
to  question  the  witness,  and  the  time 
and  place  proposed  for  the  taking  of  the 
deposition.  Thereupon  the  hearing  offi¬ 
cer  or  Commission,  as  the  case  may  be, 
may  in  his  or  its  discretion,  issue  an 
order  which  will  name  the  witness  whose 
deposition  is  to  be  taken,  state  the  scope 
of  the  testimony  to  be  taken,  and  specify 
the  time  when,  the  place  where,  and  the 
designated  officer  before  whom  the  wit¬ 
ness  is  to  testify.  Such  order  shall  be 
served  upon  all  parties  by  the  Secretary, 
or  other  duly  designated  officer  of  the 
Commission,  a  reasonable  time  in  ad¬ 
vance  of  the  time  fixed  for  taking 
testimony. 

(b)  Testimony  on  depositions.  Wit¬ 
nesses  whose  testimony  is  taken  by  dep¬ 
osition  shall  be  sworn  or  shall  affirm 
before  any  questions  are  put  to  them. 
Each  question  propounded  shall  be  re¬ 
corded  and  the  answers  shall  be  taken 
down  in  the  words  of  the  witness. 

(c)  Objections  to  questions  or  evi¬ 
dence.  Objections  to  questions  or  evi¬ 
dence  shall  be  in  short  form,  stating  the 
grounds  of  objection  relied  upon,  but  no 
transcript  filed  by  the  officer  shall  in¬ 
clude  argument  or  debate.  Objections 
to  questions  or  evidence  shall  be  noted 
by  the  officer  upon  the  deposition,  but 
he  shall  not  have  power  to  decide  on  the 
competency  or  materiality  or  relevance 
of  evidence.  Failure  to  object  to  ques¬ 
tions  or  evidence  before  the  officer  shall 
not  be  deemed  a  waiver  unless  the 
ground  of  the  objection  is  one  which 
might  have  been  obviated  or  removed  if 
presented  at  that  time. 

(d)  Filing  of  depositions.  The  testi¬ 
mony  shall  be  reduced  to  writing  by  the 
officer,  or  under  his  direction,  after  which 
the  deposition  shall  be  subscribed  by  the 
witness  and  certified  in  usual  form  by 
the  officer.  The  original  deposition  and 
exhibits  shall  be  forwarded  under  seal 
to  the  Secretary  of  the  Commission  with 
such  number  of  copies  as  may  be  re¬ 
quested  by  the  Secretary  of  the  Commis¬ 
sion.  Upon  receipt  thereof  the  Secretary 
or  other  duly  designated  officer  shall  file 
the  original  in  the  proceeding  and  shall 
forward  a  copy  to  each  party  or  his 
attorney  of  record. 

<e)  Form  of  depositions.  Such  depo¬ 
sitions  shall  conform  to  the  specifica¬ 
tions  of  §201.22  (e),  (f)  and  (g),  but 
deficiencies  of  form  shall  not  invalidate 
the  deposition  if  properly  executed. 
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(f)  Depositions  as  part  of  the  record. 
Any  part  of  a  deposition  not  received  in 
evidence  at  a  hearing  before  the  Com¬ 
mission  or  a  hearing  officer  shall  not  con¬ 
stitute  a  part  of  the  record  in  such 
proceeding,  unless  the  parties  shall  so 
agree  or  the  Commission  so  orders. 

(g)  Interrogatories.  Depositions  may 
also  be  taken  and  submitted  on  written 
interrogatories  in  substantially  the  same 
manner  as  depositions  taken  by  oral  ex¬ 
amination  upon  application  of  any  party 
as  provided  in  paragraph  (a)  of  this 
section.  The  interrogatories  shall  be 
filed  with  the  application  in  triplicate. 
Within  ten  (10)  days  after  service,  any 
party  may  file  with  the  Secretary  his 
objections,  if  any,  to  such  interrogatories, 
and  may  file  such  cross-interrogatories 
as  he  desires  to  submit.  Such  objections 
and  cross-interrogatories  shall  be  filed 
in  triplicate  and  all  other  parties  shall 
have  ten  (10)  days  after  service  to  file 
their  objections,  if  any,  to  such  inter¬ 
rogatories.  Objections  to  interroga¬ 
tories  or  cross-interrogatories  shall  be 
settled  by  the  hearing  officer.  Objec¬ 
tions  to  interrogatories  shall  be  made 
before  the  order  for  taking  the  deposi¬ 
tion  issues  and  if  not  so  made  shall  be 
deemed  waived.  When  a  deposition 
is  taken  upon  written  interrogatories 
and  cross-interrogatories,  no  party  shall 
be  present  or  represented,  and  no  person 
other  than  the  witness,  a  stenographic 
reporter,  and  the  officer  shall  be  present 
at  the  examination  of  the  witness,  which 
fact  shall  be  certified  by  the  officer,  who 
shall  propound  the  interrogatories  and 
cross-interrogatories  to  the  witness  in 
their  order.  The  testimony  shall  be  re¬ 
duced  to  writing  by  the  officer  or  under 
his  direction  and  shall  be  subscribed  by 
the  witnesses  and  certified  in  usual  form 
by  the  officer. 

§  201.16  Proposed  findings  and  conclu¬ 
sions  ;  recommended  decision.1 

(a)  Effect  of  failure  to  appear  at  hear¬ 
ing.  Unless  a  party  otherwise  indicates 
his  objections  thereto  or  the  Commission 
otherwise  directs,  a  party’s  failure  to  ap¬ 
pear  at  a  hearing  of  which  he  has  been 
properly  notified,  shall  be  deemed  to  be 
a  waiver  of  his  right  to  a  recommended 
decision  in  the  proceeding,  and  of  his 
right  to  object  to  the  participation  of  the 
interested  division  of  the  Commission  in 
the  preparation  of  the  Commission’s 
decision. 

(b)  When  recommended  decision  re¬ 
quired.  The  hearing  officer  shall  pre¬ 
pare  a  recommended  decision  in  any 
proceeding  in  which  a  hearing  officer’s 
decision  is  required  under  the  Adminis¬ 
trative  Procedure  Act,  unless  such  re¬ 
quirement  is  waived  by  all  parties,  and  in 
any  other  proceeding  in  which  the  Com¬ 
mission  directs  him  to  prepare  such 
decision. 

(c)  Recommended  decision  by  inter¬ 
ested  division.  Except  to  the  extent  that 
the  Commission  directs  otherwise,  in  any 
proceeding  where  a  recommended  de¬ 
cision  is  to  be  prepared  by  any  Officer  of 
the  Commission  other  than  the  hearing 
officer,  such  recommended  decision  shall 


1  See  $201.19  for  special  time  limits  ap¬ 
plicable  to  broker-dealer  suspension  cases. 


be  prepared  by  the  staff  of  the  interested 
division. 

(d)  Proposed  findings  and  conclu¬ 
sions;  briefs.  In  any  proceeding  involv¬ 
ing  a  hearing  or  an  opportunity  for 
hearing,  the  parties  may  file  in  writing 
proposed  findings  and  conclusions.  Pro¬ 
posed  findings  of  fact  shall  indicate  the 
basis  therefor  by  appropriate  citations 
to  the  record.  Briefs  in  support  of  such 
proposals  may  be  filed  therewith  or  as 
a  part  thereof,  and  any  proposed  finding 
or  conclusion  not  briefed  may  be  re¬ 
garded  as  waived. 

(e)  Time  for  filing  proposed  findings, 
and  briefs  prescribed  by  hearing  officer. 
At  the  end  of  every  hearing,  the  hearing 
officer  shall,  after  consultation  with  the 
parties,  prescribe  the  period  within 
which  such  proposed  findings  and  con¬ 
clusions  and  supporting  briefs  are  to  be 
filed  and  shall  direct  such  filings  to  be 
either  simultaneous  or  successive,  pro¬ 
vided,  however,  that  the  period  within 
which  the  first  filing  is  to  be  made  shall 
not  exceed  30  days  after  the  close  of  the 
hearing.  If  successive  filings  are  di¬ 
rected  the  proposed  findings  and  con¬ 
clusions  of  the  moving  party  shall  be  set 
forth  in  serially  numbered  paragraphs 
and  any  counter  statement  of  proposed 
findings  and  conclusions  must,  in  addi¬ 
tion  to  any  other  matter,  indicate  as  to 
which  paragraphs  of  the  moving  party’s 
proposals  there  is  no  dispute.  Reply 
briefs  may  be  filed  by  the  moving  party 
or,  where  simultaneous  filings  are  di¬ 
rected,  by  all  parties,  within  the  period 
prescribed  therefor  by  the  hearing 
officer. 

(f )  Service  of  record;  preparation  and 
filing  of  recommended  decision.  In 
proceedings  in  which  a  recommended  de¬ 
cision  is  to  be  prepared,  the  record  in 
the  proceeding  shall,  promptly  after  the 
time  for  the  last  filing  of  briefs  in  reply 
to  proposed  findings,  be  served  by  the 
Records  Officer  upon  the  person  desig¬ 
nated  to  prepare  the  recommended  de¬ 
cision.  Such  person  shall  file  his 
recommended  decision  with  the  Secre¬ 
tary  within  30  days  after  such  service 
and  it  shall  promptly  be  served  upon  the 
parties.  The  recommended  decision 
shall  set  forth  separately,  in  serially 
numbered  paragraphs,  the  findings  of 
fact  and  conclusions  forming  the  basis 
thereof. 

§  201.17  Exceptions  to  recommended 
decisions.* 

(a)  Time  for  filing  exceptions;  effect 
of  failure  to  file.  Within  10  days  after 
receipt  of  a  recommended  decision  of  a 
hearing  officer,  any  party  may  serve  and 
file  written  exceptions  thereto  indicat¬ 
ing  specifically  the  paragraphs  to  which 
exceptions  are  taken.  Any  objections  to 
a  recommended  decision  not  saved  by 
exception  filed  pursuant  to  this  section 
will  be  deemed  to  have  been  Abandoned 
and  may  be  disregarded. 

(b)  Time  for  filing  briefs;  oral  argu¬ 
ment  on  exceptions.  A  brief  in  support 
of  such  exceptions  or  in  support  of  one 
or  more  paragraphs  of  the  recommended 
decision  may  be  served  and  filed  within 
20  days  after  receipt  of  the  recommended 
decision,  and  any  exception  not  briefed 
may  be  regarded  as  waived.  A  reply 


brief  may  be  served  and  filed  within  10 
days  of  service  of  the  original  brief.  Ex¬ 
ceptions  may  be  argued  orally  only  before 
the  Commission. 

(c)  Time  for  filing  recommended  de¬ 
cision  by  division.  In  any  proceeding 
in  which  the  recommended  decision  is 
prepared  by  the  interested  division  of 
the  Commission  this  section  shall  apply, 
except  that  the  time  limits  on  actions 
hereunder  shall  be  such  as  shall  be  set 
by  the  hearing  officer  at  the  end  of  the 
hearing. 

§  201.18  Briefs. 

Briefs  shall  be  confined  to  the  par¬ 
ticular  matters  remaining  at  issue. 
Briefs  not  filed  at  or  before  the  time  pro¬ 
vided  will  not  be  received  except  upon 
special  permission  of  the  Commission. 
Each  exception  which  is  briefed  shall  be 
supported  by  a  concise  argument  and 
by  citation  of  such  statutes,  decisions 
and  other  authorities  and  by  page  ref¬ 
erences  to  such  portions  of  the  record, 
as  may  be  relevant.  If  the  exception 
relates  to  the  admission  or  exclusion  of 
evidence,  the  substahce  of  the  evidence 
admitted  or  excluded  shall  be  set  forth 
in  the  brief  with  appropriate  references 
to  the  transcript.  Reply  briefs  shall  be 
confined  to  matters  in  original  briefs 
of  other  parties. 

§  201.19  Special  time  limits  for  broker- 
dealer  suspension  cases. 

In  any  proceeding  pursuant  to  section 
15(b)  of  the  Securities  Exchange  Act  of 
1934  on  the  question  of  suspension  of 
registration  of  a  broker  or  dealer  pend¬ 
ing  final  determination  whether  such 
registration  shall  be  revoked,  the  fol¬ 
lowing  time  limits  shall  be  applicable, 
unless  otherwise  ordered  by  the  Com¬ 
mission,  in  lieu  of  the  time  limits  pre¬ 
scribed  by  other  provisions  of  this  part: 

(a)  Proposed  findings  and  briefs.  Pro¬ 
posed  findings  and  conclusions  and  briefs 
in  support  thereof  may  be  filed  within 
3  days  after  the  close  of  the  hearing. 

(b)  Recommended  decision.  In  pro¬ 
ceedings  in  which  a  recommended  deci¬ 
sion  is  to  be  prepared,  the  record  in  the 
proceedings  shall,  promptly  after  the 
time  for  filing  proposed  findings  and  con¬ 
clusions  and  briefs  in  support  thereof, 
be  served  by  the  Records  Officer  upon 
the  person  designated  to  prepare  the 
recommended  decision.  Such  person 
shall  file  his  recommended  decision  with 
the  Secretary  within  5  days  after  such 
service  and  it  shall  promptly  be  served 
upon  the  parties. 

(c)  Exceptions.  Within  3  days  after 
the  receipt  of  a  recommended  decision 
of  a  hearing  officer,  any  party  may  serve 
and  file  written  exceptions  thereto. 

(d)  Briefs.  A  brief  in  support  of  such 
exceptions  or  in  support  of  one  or  more 
paragraphs  of  the  recommended  deci¬ 
sion  may  be  served  and  filed  within  5 
days  after  receipt  of  the  recommended 
decision.  A  reply  brief  may  be  served 
and  filed  within  4  days  of  service  of  the 
original  brief. 

§  201.20  Contents  and  certification  of 
record. 

(a)  Contents  of  Record.  (1)  The  rec¬ 
ord  in  every  proceeding  before  the  Com¬ 
mission  for  final  decision  shall  include; 
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(1)  The  order  for  proceedings,  the  no¬ 
tice  of  hearing  and  any  amendments 
thereto; 

<ii)  Any  responsive  pleading  and  any 
amendments  thereto ; 

(iii)  The  moving  papers  to  the  extent 
the  same  are  not  comprehended  under 
subdivision  (i)  of  this  subparagraph; 

•  (iv)  Any  other  document  or  portion 
thereof  which  constitutes  part  of  the  offi¬ 
cial  public  records  of  the  Commission 
and  which  is  specified  in  the  documents 
listed  in  subdivision  (i),  <ii)  or  (iii)  of 
this  subparagraph,  unless  the  hearing  of¬ 
ficer  shall  determine  the  same  to  be 
irrelevant,  immaterial  or  unduly  repe¬ 
titious; 

(v)  Any  affidavit  and  response,  testi¬ 
mony  taken  and  decision  in  connection 
with  a  request  to  withdraw  under 
§  201.11(c); 

(vi)  Proofs  of  service; 

(vii)  Any  application,  motion  or  ob¬ 
jection  made  in  the  course  of  the  pro¬ 
ceeding,  rulings  thereon  and  exceptions 
thereto; 

(viii)  Any  stipulation  between  the 
parties  as  to  any  matter  of  fact,  law  or 
procedure; 

(ix)  The  transcript  of  testimony  and 
any  specification  of  corrections  thereof; 

(x)  Any  exhibit  received  at  the  hear¬ 
ing,  including  any  document  or  portion 
thereof  constituting  part  of  the  official 
public  records  of  the  Commission  which 
the  hearing  officer  during  the  course  of 
the  hearing  may  incorporate  by  refer¬ 
ence  upon  a  determination  that  it  is 
relevant,  material  and  not  unduly  repe¬ 
titious; 

(xi)  Any  written  communication  ac¬ 
cepted  by  the  hearing  officer  pursuant 
to  §  201.9(f) ; 

.(xii)  Any  proposed  findings  and  con¬ 
clusions;  and 

(xiii)  Any  recommended  decision  and 
exceptions  thereto. 

(2)  At  the  beginning  of  the  hearing, 
the  hearing  officer  shall  read  into  the 
record  a  list  of  the  documents  which  at 
that  time  constitute  the  record. 

(3 )  The  documents  or  portions  thereof 
referred  to  in  subdivisions  (iv)  and  (x) 
of  subparagraph  (1)  of  this  paragraph 
shall  be  deemed  to  have  been  received  in 
evidence  as  exhibits  whether  or  not  they 
have  been  physically  introduced. 

(4)  Promptly  after  the  close  of  the 
hearing,  the  hearing  officer  shall  trans¬ 
mit  to  the  Records  Officer  of  the  Com¬ 
mission  or  his  designated  deputy  a  list 
of  documents  or  portions  thereof  con¬ 
stituting  part  of  the  public  official  rec¬ 
ords  of  the  Commission  which  during 
the  course  of  the  hearing  have  been  ad¬ 
mitted  as  exhibits  pursuant  to  subpara¬ 
graph  (l)(x)  of  this  paragraph,  or 
excluded  pursuant  to  subparagraph  (1) 
(iv)  of  this  paragraph,  and  a  copy  of  any 
written  communication  accepted  pur¬ 
suant  to  §  201.9(f),  application,  motion, 
objection,  ruling  or  stipulation  made  in 
writing  during  the  proceeding  which  has 
not  theretofore  been  filed  with  the  Secre¬ 
tary  or  other  duly  designated  officer  of 
the  Commission  or  included  in  the  tran¬ 
script.  Promptly  after  the  last  date  for 
filing  briefs,  and  prior  to  any  oral  argu¬ 
ments  before  the  Commission,  the  Rec¬ 
ords  Officer  of  the  Commission  or  his 


duly  designated  deputy  shall  certify  the 
entire  record  to  the  Commission  for  final 
decision,  provided  that  documents  or 
portions  thereof  constituting  part  of  the 
official  records  of  the  Commission  may 
be  incorporated  by  reference  and  need 
not  be  physically  transferred  to  the 
record. 

(b)  Retention  of  documents  not  ad¬ 
mitted  in  evidence;  substitution  of 
copies.  (1)  Documents  offered  in  evi¬ 
dence  during  the  course  of  a  hearing  but 
excluded  by  the  hearing  officer,  and 
documents  marked  for  identification  but 
not  offered  as  exhibits,  shall  not  be  con¬ 
sidered  as  a  part  of  the  record,  but  any 
such  document  shall  be  retained  in  the 
custody  of  the  Commission. 

(2)  With  the  consent  of  the  parties  a 
copy  may  be  substituted  for  a  document 
which  is  retained  pursuant  to  the  pro¬ 
visions  of  this  paragraph. 

(c)  Correction  of  transcript.  Any 
party  may  submit  a  timely  request  to  the 
hearing  officer  to  correct  the  transcript. 
Proposed  corrections  of  the  transcript 
may  be  submitted  to  the  hearing  officer 
by  stipulation  of  the  parties,  or  by  a  mo¬ 
tion  by  any  party,  and,  upon  notice  to 
all  parties  to  the  proceeding,  the  hearing 
officer  may  specify  corrections  of  the 
transcript.  A  copy  of  such  specification 
shall  be  furnished  to  all  parties  and 
made  a  part  of  the  record. 

(d)  Scandalous  or  impertinent  mat¬ 
ter.  Any  scandalous  or  impertinent 
matter  contained  in  any  brief  or  plead¬ 
ing  or  in  connection  with  any  oral  pres¬ 
entation  in  a  proceeding  may  be  stricken 
on  order  of  the  Commission  or  at  the 
direction  of  the  hearing  officer. 

§  201.21  Hearings  before  the  Commis¬ 
sion. 

(a)  Oral  argument.  Except  as  to  mo¬ 
tions  and  applications  dealt  with  in 
§  201.12,  upon  written  request  of  any 
party  a  matter  to  be  decided  by  the  Com¬ 
mission  will  be  set  down  for  oral  argu¬ 
ment  before  the  Commission  unless 
exceptional  circumstances  make  oral 
argument  impractical  or  inadvisable. 
Such  request  must  be  made  within  the 
time  provided  for  filing  the  original 
briefs. 

(b)  Time  allowed.  Unless  otherwise 
directed  by  the  Commission,  not  more 
than  1  hour  will  be  allowed  for  oral  argu¬ 
ment  by  any  participant  and,  where  the 
same  or  similar  interests  are  represented 
by  more  than  1  participant,  an  aggregate 
of  not  more  than  1  hour  will  be  allowed 
the  interests  so  represented  irrespective 
of  the  number  of  participants,  the  time 
to  be  divided  equally  among  such  partici¬ 
pants.  In  appropriate  cases  the  Com¬ 
mission  may,  in  its  discretion,  extend, 
shorten  or  reallocate  the  time  prescribed 
herein.  Oral  argument  should  be 
succinct. 

(c)  Basis  for  Commission  determina¬ 
tions.  The  Commission  shall  determine 
the  matter  on  the  record,  any  briefs  of 
the  parties  and  any  oral  argument  before 
the  Commission. 

(d)  Leave  to  adduce  additional  evi¬ 
dence.  The  Commission,  upon  its  own 
motion  or  upon  application  in  writing  by 
any  party  for  leave  to  adduce  additional 
evidence  which  application  shall  show 


to  the  satisfaction  of  the  Commission 
that  such  additional  evidence  is  material, 
and  that  there  were  reasonable  grounds 
for  failure  to  adduce  such  evidence  at  the 
hearing  before  the  Commission  or  the 
hearing  officer,  may  hear  such  additional 
evidence  or  may  refer  the  proceeding  to 
the  hearing  officer  for  the  taking  of  such 
additional  evidence. 

(e)  Petition  for  rehearing.  Any  peti¬ 
tion  for  rehearing  by  the  Commission 
shall  be  filed  within  5  days  after  issuance 
of  the  order  complained  of  and  shall 
clearly  state  the  specific  grounds  and 
the  specific  matters  upon  which  rehear¬ 
ing  is  sought. 

§201.22  Filing;  formalities;  computa¬ 
tion  of  time. 

(a)  Filing  with  Commission.  All  pa¬ 
pers  required  to  be  filed  with  the  Com¬ 
mission  in  any  proceeding  shall  be  filed 
with  the  Secretary,  and  must  be  received 
at  the  office  of  the  Commission  in  Wash¬ 
ington,  D.C.,  within  the  time  limit,  if 
any,  for  such  filing. 

(b)  Docket  of  proceedings.  A  docket 
of  all  proceedings  shall  be  maintained  by 
the  Commission,  and  each  proceeding 
shall  be  assigned  a  number. 

(c)  Number  of  copies.  Unless  other¬ 
wise  specifically  provided  in  this  part  or 
by  a  particular  rule  or  order  of  the  Com¬ 
mission  an  original  and  7  copies  of  all 
papers  shall  be  filed. 

(d)  Length  and  form  of  briefs.  All 
briefs,  including  briefs  filed  pursuant  to 
paragraph  (c)  of  this  section,  contain¬ 
ing  more  than  10  pages  shall  include  an 
index  and  table  of  cases.  The  date  of 
each  brief  must  appear  on  its  front  cover 
or  title  page.  No  brief  shall  exceed 
60  pages  in  length,  except  with  the  per¬ 
mission  of  the  Commission. 

(e)  Paper,  spacing,  type.  All  papers 
filed  under  this  part  shall  be  typewritten, 
mimeographed  or  printed,  shall  be 
plainly  legible,  shall  be  on  one  grade  of 
good  unglazed  white  paper  approxi¬ 
mately  8  inches  wide  and  lO^  inches 
long,  with  left-hand  margin  1  y2  inches 
wide,  and  shall  be  bound  on  the  left-hand 
side.  They  shall  be  double  spaced,  ex¬ 
cept  that  quotations  shall  be  single¬ 
spaced  and  indented.  If  printed,  they 
shall  be  in  either  10-  or  12-point  type 
with  double-leaded  text  and  single- 
leaded  quotations. 

(f)  Signatures.  All  papers  must  be 
signed  in  ink  by  the  party  filing  the 
same,  or  his  duly  authorized  agent  or 
attorney,  and  must  show  the  address  of 
the  signer. 

(g)  Title  page.  All  papers  filed  must 
include  at  the  head  thereof,  or  on  a  title 
page,  the  name  of  the  Commission,  the 
title  of  the  proceeding,  the  names  of  the 
parties,  and  the  subject  of  the  par¬ 
ticular  paper  or  pleading,  and  the  docket 
number  assigned  to  the  proceeding. 

(h)  Signature  on  orders.  All  orders 
of  the  Commission  shall  be  signed  by  the 
Secretary  or  such  other  person  as  may 
be  authorized  by  the  Commission. 

(i)  Time  allowances  for  residents  of 
distant  states.  Wherever  the  rules  in 
this  part  provide  a  specific  limitation  as 
to  the  time  within  which  any  papers  are 
required  to  be  filed  with  the  Commis¬ 
sion  in  any  proceeding,  an  additional 


Friday  July  15,  1960 

period  of  3  days  shall  be  available  for 
the  hearing  officers  and  parties  who  are 
residents  of  Alaska,  Arizona,  California, 
Colorado,  Hawaii,  Idaho,  Montana,  Ne¬ 
braska,  Nevada,  New  Mexico,  North 
Dakota,  Oregon,  South  Dakota,  Utah, 
Washington,  and  Wyoming. 

(j)  Computation  of  time.  In  comput¬ 
ing  any  period  of  time  prescribed  or  al¬ 
lowed  by  this  part  or  by  order  of  the 
Commission  the  day  of  the  act,  event,  or 
default  after  which  the  designated  period 
of  time  begins  to  run  is  not  to  be  in¬ 
cluded.  The  last  day  of  the  period  so 
computed  is  to  be  included,  unless  it  is 
Saturday,  Sunday  or  a  legal  holiday  in 
the  District  of  Columbia,  in  which  event 
the  period  runs  until  the  end  of  the  next 
day  which  is  neither  a  Saturday,  Sunday 
nor  a  holiday.  Intermediate  Saturdays, 
Sundays  and  holidays  shall  be  included 
in  the  computation. 

§  201.23  Service  of  pleadings,  etc.  other 
than  moving  papers. 

(a)  Service  of  documents  filed  with 
Commission.  All  amendments  to  moving 
papers,  all  answers,  all  motions  or  appli¬ 
cations  made  in  the  course  of  a  proceed¬ 
ing  (unless  made  orally  during  a  hear¬ 
ing),  all  proposed  findings  and  conclu¬ 
sions,  all  exceptions  to  any  recommended 
decision,  and  all  briefs  shall  be  filed  with 
the  Commission  and  shall,  at  the  time  of 
personal  delivery  or  dispatch  to  the  Com¬ 
mission,  be  served  by  the  filing  party 
upon  all  other  parties  to  the  proceeding 
(including  the  interested  division  of  the 
Commission) ,  provided  that  such  papers 
relating  to  proceedings  concerning  con¬ 
fidential  treatment  pursuant  to  provi¬ 
sions  of  Clause  30  of  Schedule  A  of  the 
Securities  Act  of  1933,  section  24(b)  of 
the  Securities  Exchange  Act  of  1934,  sec¬ 
tion  22(b)  of  the  Public  Utility  Holding 
Company  Act  of  1935,  section  45(a)  of 
the  Investment  Company  Act  of  1940,  or 
section  210(a)  of  the  Investment  Advisers 
Act  of  1940,  and  the  rules  and  regulations 
promulgated  under  such  sections,  shall 
be  served  only  by  filing  the  appropri¬ 
ate  number  of  copies  thereof  upon  the 
Commission. 

(b)  How  service  made.  Service  of 
such  documents  shall  be  made  by  per¬ 
sonal  service  on,  or  by  mail  addressed  to, 
the  party  or  his  attorney  or  other  agent 
for  service.  Where  service  is  made  by 
mail  on  a  person  located  more  than  500 
miles  from  the  point  of  mailing,  airmail 
must  be  used.  Where  the  document 
being  served  is  printed,  2  copies  shall  be 
served  on  each  party  or  his  attorney  or 
other  agent  for  service.  Service  shall 
be  deemed  made  at  the  time  of  personal 
service  or  of  deposit  in  the  mails  properly 
addressed  and  post-paid.  Where  a  party 
makes  service  by  mail,  any  specific  limi¬ 
tation  on  the  time  within  which  the 
person  on  whom  such  mail  service  has 
been  made  may  respond  thereto  shall  be 
increased  by  2  days.. 

(c)  Proof  of  service.  Proof  of  service 
must  be  made  by  filing  with  the  Commis¬ 
sion  an  affidavit  of  service  or,  in  the  case 
of  any  attorney-at-law,  a  certificate, 
simultaneously  with  the  filing  of  the 
required  number  of  copies  with  the 
Commission. 

(d)  Service  of  decisions  and  orders. 
Copies  of  all  recommended  decisions,  de- 
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cisions,  orders  and  rulings  by  the  Com¬ 
mission  on  any  written  application  shall 
be  served  by  the  Secretary  or  other  duly 
designated  officer  of  the  Commission  on 
the  applicant  and,  if  made  in  connection 
with  a  pending  proceeding,  on  all  parties 
thereto. 

§  201.24  Incorporation  by  reference. 

(a)  Requirements.  Where  rules,  regu¬ 
lations,  or  instructions  to  forms  permit 
incorporation  by  reference,  a  document 
may  be  so  incorporated  only  by  refer¬ 
ence  to  the  specific  document  and  to  the 
prior  filing  in  which  it  was  physically 
filed,  not  to  another  file  which  incor¬ 
porates  it  by  reference.  No  document 
which  has  been  on  file  with  the  Com¬ 
mission  for  a  period  of  more  than  10 
years  may  be  incorporated  by  reference 
in  a  current  filing  except  basic  docu¬ 
ments  as  designated  under  paragraph 

(b)  of  this  section. 

(b)  Basic  documents.  The  Commis¬ 
sion,  on  its  own  initiative  or  upon  re¬ 
quest,  may  classify  as  basic  documents 
certain  documents  filed  under  the  vari¬ 
ous  Acts  administered  by  the  Commis¬ 
sion,  which  appear  to  the  Commission 
to  possess  such  administrative,  legal, 
historical  or  other  values  as  to  warrant 
being  retained  and  considered  available 
for  incorporation  by  reference  for  an 
indefinite  period.  Requests  for  such 
classification  shall  be  submitted  to  the 
Commission  in  duplicate  and  shall  con¬ 
tain  (1)  a  precise  description  of  the 
document  and  of  the  filing  in  which  it 
is  physically  filed  and  (2)  the  reasons 
for  the  request.  A  request  will  be  con¬ 
sidered  to  have  been  granted  if  notifica¬ 
tion  of  denial  is  not  given  within  60 
days  of  the  receipt  of  the  request.  If 
the  Commission  grants  a  request  pursu¬ 
ant  to  this  paragraph,  it  may  subse¬ 
quently  dispose  of  any  basic  document 

the  retention  of  which  would  in  its 
opinion  no  longer  serve  a  substantial 
purpose,  after  giving  the  person  who 
made  the  request  notice  of  the  proposed 
disposition  and  an  opportunity  to  object 
thereto. 

§  201.25  Availability  of  information  to 
public. 

(a)  Information  in  documents  filed 

with  Commission  generally  public.  Un¬ 
less  otherwise  provided  by  statute  or  rule 
or  otherwise  directed  by  the  Commis¬ 
sion,  all  information  contained  in  any 
notification,  statement,  application, 
declaration,  recommended  decision,  or 
other  document  filed  with  the  Commis¬ 
sion  pursuant  to  requirement  of  a  statute 
or  a  rule  or  order  of  this  Commission 
shall  be  available  to  the  public.  ' 

(b)  Inspection,  purchase  of  copies  and 
certification  of  public  records.  Public 
material  may  be  inspected  in  the  Public 
Reference  Room  at  the  principal  office 
of  the  Commission,  and  such  material  on 
file  at  regional  offices  of  the  Commission 
may  be  inspected  at  these  offices  during 
regular  business  hours.  Copies  of  public 
material  will  be  sold  to  any  person  upon 
payment  of  the  proper  fees.  A  schedule 
of  such  fees  will  be.  mailed  on  request. 
In  addition  to  any  copying  charge,  a 
charge  of  $2.00  will  be  made  for  each  cer¬ 
tification  relating  to  the  Commission’s 
records  without  additional  charge  for 
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the  seal  of  the  Commission,  which  will 
be  affixed  in  all  instances. 

(c)  Publication  of  final  opinions,  or¬ 
ders  and  rules.  All  final  opinions  and 
orders  entered  by  the  Commission  in  the 
adjudication  of  cases,  and  all  rules  of 
the  Commission  shall  be  released  for  gen¬ 
eral  publication,  except  where  confiden¬ 
tial  treatment  has  for  good  cause  been 
directed  by  the  Commission.  Copies  of 
such  published  material  shall  be  avail¬ 
able  for  public  inspection  at  the  office 
of  the  Commission  or  may  be  obtained 
by  mail  on  request.  Bound  volumes  of 
past  Decisions  and  Reports  are  obtain¬ 
able  from  the  Superintendent  of  Docu¬ 
ments,  U.S.  Government  Printing  Office, 
Washington,  D.C.  at  a  prescribed  charge. 

(d)  Purchase  of  transcripts  of  public 
hearings.  Transcripts  of  public  hear¬ 
ings  will  be  supplied  by  the  official  re¬ 
porter  at  the  prescribed  rates. 

§  201.26  Confidential  treatment  of  cer¬ 
tain  matters. 

(a)  Requests  for  confidential  treat¬ 
ment.  Confidential  treatment  of  ma¬ 
terial  listed  in  §  201.25(a)  may  be  re¬ 
quested  for  good  cause  where  authorized 
by  statute.  Request  for  confidential 
treatment  may  be  made  pursuant  to  the 
provisions  of  Clause  30  of  Schedule  A  of 
the  Securities  Act  of  1933  and  §  230.485 
of  this  chapter  thereunder,  section  24(b) 
of  the  Securities  Exchange  Act  of  1934 
and  §  240.24b-2  of  this  chapter  there¬ 
under,  section  22(b)  of  the  Public  Utility 
Holding  Company  Act  of  1935  and 
§  250.104  of  this  chapter  thereunder,  sec¬ 
tion  45(a)  of  the  Investment  Company 
Act  of  1940  and  §  270.45a- 1  of  this  chap¬ 
ter  thereunder,  or  section  210(a)  of  the 
Investment  Advisers  Act  of  1940.  In  any 
case  where  a  hearing  for  the  purpose  of 
taking  testimony  relating  to  whether 
confidential  treatment  should  be  granted 
or  continued  is  to  be  held,  the  Commis¬ 
sion  may  in  its  discretion,  prior  to  the 
hearing,  require  the  person  desiring  the 
confidential  treatment  to  furnish  in 
writing  additional  information  in  re¬ 
spect  of  its  grounds  of  objection  to  public 
disclosure.  Failure  to  supply  the  in¬ 
formation  so  requested  within  15  days 
from  the  date  of  receipt  by  the  registrant 
of  a  notice  of  the  information  required, 
shall  be  deemed  a  waiver  of  the  objec¬ 
tions  to  public  disclosure  of  that  portion 
of  the  information  filed  confidentially 
with  respect  to  which  the  additional  in¬ 
formation  required  by  the  Commission 
relates,  unless  the  Commission  shall 
otherwise  order  for  good  cause  shown  at 
or  before  the  expiration  of  such  15-day 
period. 

(b)  Procedure  in  confidential  treat¬ 
ment  cases.  All  papers  containing  data 
as  to  which  confidential  treatment  is 
sought,  together  with  any  application 
making  objection  to  the  disclosure  there¬ 
of,  or  other  papers  relating  in  any  way 
to  such  application,  shall  be  made  avail- 

*  able  to  the  public  only  in  accordance 
with  orders  of  the  Commission  and/or 
the  applicable  provisions  of  §  230.485  of 
this  chapter  issued  under  the  Securities 
Act  of  1933,  §-240.24b-2  of  this  chapter 
issued  under  the  Securities  Exchange 
Act  of  1934,  §  250.104  of  this  chapter  is¬ 
sued  under  the  Public  Utility  Holding 
Company  Act  of  1935,  section  45  of  the 
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Investment  Company  Act  of  1940  and 
§  270.45a-l  of  this  chapter  issued  under 
that  Act,  or  section  210(a)  of  the  In¬ 
vestment  Advisers  Act  of  1940. 

Proposed  findings  and  conclusions  and 
briefs  in  support  of  such  proposed  find¬ 
ings  and  conclusions,  a  recommended  de¬ 
cision,  exceptions  thereto  and  briefs  in 
support  of  or  in  opposition  to  such  ex¬ 
ceptions  which  are  filed  in  connection 
with  any  proceeding  concerning  confi¬ 
dential  treatment  shall,  unless  otherwise 
ordered  by  the  Commission,  be  for  the 
confidential  use  only  of  the  hearing  offi¬ 
cer,  the  Commission,  the  parties  and 
counsel.  The  initial  page  of  copies  of 
such  a  recommended  decision  will  con¬ 
tain  a  statement  that  such  decision  is 
nonpublic.  Hie  order  of  the  Commission 
sustaining  or  denying  the  application  for 
confidential  treatment  shall  be  made 
available  to  the  public.  Any  findings  or 
opinion  issued  by  the  Commission  in  any 
proceeding  relating  to  confidential  treat¬ 
ment  shall  be  made  public  at  such  time 
as  the  material  filed  confidentially  is 
made  available  to  the  public. 

(c)  Information  obtained  in  investi¬ 
gations.  Information  or  documents  ob¬ 
tained  by  the  Commission  in  the  course 
of  any  examination  or  investigation 
shall,  unless  made  a  matter  of  public 
record,  be  deemed  confidential.  Officers 
and  employees  are  hereby  prohibited 
from  making  such  confidential  informa¬ 
tion  or  documents  available  to  anyone 
other  than  a  member,  officer,  or  em¬ 
ployee  of  the  Commission,  unless  the 
Commission  authorizes  the  disclosure  of 
such  information  or  the  production  of 
such  documents  as  not  being  contrary 
to  the  public  interest.  Any  officer  or 
employee  who  is  served  with  a  subpoena 
requiring  the  disclosure  of  such  infor¬ 
mation  or  the  production  of  such  docu¬ 
ments  shall  appear  in  court  and,  unless 
the  authorization  described  in  the  pre¬ 
ceding  sentence  shall  have  been  given, 
shall  respectfully  decline  to  disclose  the 
information  or  produce  the  documents 
called  for,  basing  his  refusal  upon  this 
section.  Any  officer  or  employee  who 
is  served  with  such  a  subpoena  shall 
promptly  advise  the  Commission  of  the 
service  of  such  subpoena,  the  nature  of 
the  information  or  documents  sought, 
and  any  circumstances  which  may  bear 
upon  the  desirability  of  making  available 
such  information  or  documents. 

(d)  Purchase  of  transcripts  of  private 
hearings.  Transcripts  of  private  hear¬ 
ings  will  be  supplied  to  the  parties  at 
the  prescribed  rates. 
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PART  202 — INFORMAL  AND  OTHER 
PROCEDURES 

*  Sec. 

202.1  General. 

2025  Pre-filing  assistance  and  Interpreta¬ 
tive  advice. 

202.3  Processing  of  filings. 

202.4  Facilitating  administrative  bearings. 

202.5  Enforcement  activities. 

202.6  Adoption,  revision  and  rescission  of 

rules  and  regulations  of  general 
application. 

202.7  Submittals. 

Authority :  §§  202.1  to  202.7  issued  under 
secs.  19,  23.  48  Stat.  85,  901,  as  amended,  sec. 
20,  49  Stat.  833,  53  Stat.  1173,  secs.  38,  211, 
54  Stat.  841,  855;  15  U.S.C.  77s,  77sss,  78w, 
79 1,  80a-37,  80b-ll. 

§  202.1  General. 

(a)  The  statutes  administered  by  the 
Commission  provide  generally  (1)  for 
the  filing  with  it  of  certain  statements, 
such  as  registration  statements,  periodic 
and  ownership  reports,  and  proxy  solici¬ 
tation  material,  and  for  the  filing  of  cer¬ 
tain  plans  of  reorganization,  applications 
and  declarations  seeking  Commission 
approvals;  (2)  for  Commission  deter¬ 
mination  through  formal  procedures  of 
matters  initiated  by  private  parties  or  by 
the  Commission;  (3)  for  the  investiga¬ 
tion  and  examination  of  persons  and 
records  where  necessary  to  carry  out  the 
purposes  of  the  statutes  and  for  enforce¬ 
ment  of  statutory  provisions;  and  (4)  for 
the  adoption  of  rules  and  regulations 
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where  necessary  to  effectuate  the  pur¬ 
poses  of  the  statutes. 

(b)  In  addition  to  the  Commission's 
rules  of  practice  set  forth  in  Part  201  of 
this  chapter,  the  Commission  has  pro¬ 
mulgated  rules  and  regulations  pursuant 
to  the  several  statutes  it  administers 
(Parts  230,  240,  250,  260,  270  and  275  of 
this  chapter) .  These  parts  contain  sub¬ 
stantive  provisions  and  include  as  well 
numerous  provisions  detailing  the  pro¬ 
cedure  for  meeting  specific  standards 
embodied  in  the  statutes.  The  Commis¬ 
sion’s  rules  and  regulations  under  each 
of  the  statutes  are  available  in  pamphlet 
form  upon  request  to  the  Superintendent 
of  Documents,  U.S.  Government  Print¬ 
ing  Office,  Washington  25,  D.C. 

(c)  The  statutes  and  the  published 
rules,  regulations  and  forms  thereunder 
prescribe  the  course  and  method  of  for¬ 
mal  procedures  to  be  followed  in  Com¬ 
mission  proceedings.  These  are  supple¬ 
mented  where  feasible  by  certain 
informal  procedures  designed  to  aid  the 
public  and  facilitate  the  execution  of  the 
Commission’s  functions.  There  follows 
a  brief  description  of  procedures  gen¬ 
erally  followed  by  the  Commission  which 
have  not  been  formalized  in  rules. 

(d)  The  informal  procedures  of  the 
Commission  are  largely  concerned  with 
the  rendering  of  advice  and  assistance  by 
the  Commission’s  staff  to  members  of 
the  public  dealing  with  the  Commission. 
While  opinions  expressed  by  members  of 
the  staff  do  not  constitute  an  official  ex¬ 
pression  of  the  Commission’s  views,  they 
represent  the  views  of  persons  who  are 
continuously  working  with  the  provisions 
of  the  statute  involved.  And  any  state¬ 
ment  by  the  director,  associate  director, 
assistant  director,  chief  accountant, 
chief  counsel,  or  chief  financial  analyst 
of  a  division  can  be  relied  upon  as  repre¬ 
senting  the  views  of  that  division.  In 
certain  instances  an  informal  statement 
of  the  views  of  the  Commission  may  be 
obtained.  The  staff,  upon  request  or  on 
its  own  motion,  will  generally  present 
questions  to  the  Commission  which  in¬ 
volve  matters  of  substantial  importance 
and  where  the  issues  are  novel  or  highly 
complex,  although  the  granting  of  a  re¬ 
quest  for  an  informal  statement  by  the 
Commission  is  entirely  within  its 
discretion. 

§  202.2  Pre-filing  assistance  and  inter¬ 
pretative  advice. 

The  staff  of  the  Commission  renders 
interpretative  and  advisory  assistance  to 
members  of  the  general  public,  prospec¬ 
tive  registrants,  applicants  and  declar¬ 
ants.  For  example,  persons  having  a 
question  regarding  the  availability  of  an 
exemption  may  secure  informal  admin¬ 
istrative  interpretations  of  the  applicable 
statute  or  rule  as  they  relate  to  the  par¬ 
ticular  facts  and  circumstances  pre¬ 
sented.  Similarly,  persons  contemplating 
filings  with  the  Commission  may  receive 
advice  of  a  general  nature  as  to  the  prep¬ 
aration  thereof,  including  information  as 
to  the  forms  to  be  used  and  the  scope  of 
the  items  contained  in  the  forms.  In¬ 
quiries  may  be  directed  to  an  appropriate 
officer  of  the  Commission’s  staff.  In  addi¬ 
tion,  informal  discussions  with  members 
of  the  staff  may  be  arranged  whenever 
feasible,  at  the  Commission’s  central 


office  or,  except  in  connection  with  mat¬ 
ters  under  the  Public  Utility  Holding 
Company  Act  of  1935  and  certain  mat¬ 
ters  under  the  Investment  Company  Act 
of  1940,  at  one  of  its  regional  offices. 

§  202.3  Processing  of  filings. 

(a)  Registration  statements,  proxy 
statements,  letters  of  notification,  peri¬ 
odic  reports,  applications  for  qualifica¬ 
tion  of  indentures,  and  similar  docu¬ 
ments  filed  with  the  Commission  under 
the  Securities  Act  of  1933  and  the  Trust 
Indenture  Act  of  1939,  and  certain  filings 
under  the  Securities  Exchange  Act  of 
1934  and  the  Investment  Company  Act 
of  1940  are  routed  to  the  Division  of 
Corporation  Finance,  which  passes 
initially  ,  on  the  adequacy  of  disclosure 
and  recommends  the  initial  action  to  be 
taken.  If  the  filing  appears  to  afford  in¬ 
adequate  disclosure,  as  for  example 
through  omission  of  material  informa¬ 
tion  or  through  violation  of  accepted 
accounting  principles  and  practices,  the 
usual  practice  is  to  bring  the  deficiency 
to  the  attention  of  the  person  who  filed 
the  document  by  a  letter  from  the  As¬ 
sistant  Director  assigned  supervision 
over  the  particular  filing,  and  to  afford  a 
reasonable  opportunity  to  discuss  the 
matter  and  make  the  necessary  correc¬ 
tions.  This  informal  procedure  is  not 
generally  employed  where  the  deficien¬ 
cies  appear  to  stem  from  careless  dis¬ 
regard  of  the  statutes  and  rules  or  a 
deliberate  attempt  to  conceal  or  mislead 
or  where  the  Commission  deems  formal 
proceedings  necessary  in  the  public  in¬ 
terest.  Where  it  appears  that  the  filing 
affords  adequate  disclosure,  acceleration 
of  its  effectiveness  when  appropriate 
normally  will  be  granted. 

A  similar  procedure  is  followed  with 
respect  to  filings  under  the  Public  Utility 
Holding  Company  Act  of  1935  and  the 
Investment  Company  Act  of  1940,  which 
are  routed  to  the  Division  of  Corporate 
Regulation. 

(b)  Applications  for  registration  as 
brokers,  dealers  and  investment  advisers 
are  submitted  to  the  Division  of  Trading 
and  Exchanges  where  they  are  examined 
to  determine  whether  all  necessary  in¬ 
formation  has  been  supplied  and  whether 
all  required  financial  statements  and 
other  documents  have  been  furnished  in 
proper  form.  Defective  applications  may 
be  returned  with  a  request  for  correction 
or  held  until  corrected  before  being  ac¬ 
cepted  as  a  filing.  The  files  of  the  Com¬ 
mission  and  other  sources  of  information 
are  considered  to  determine  whether  any 
person  connected  with  the  applicant  ap¬ 
pears  to  have  engaged  in  activities  which 
would  warrant  commencement  of  pro¬ 
ceedings  on  the  question  of  denial  of 
registration.  The  staff  confers  with  ap¬ 
plicants  and  makes  suggestions  in  appro¬ 
priate  cases  for  amendments  and 
supplemental  information.  Where  it 
appears  appropriate  in  the  public  in¬ 
terest  and  where  a  basis  therefor  exists, 
denial  proceedings  may  be  instituted. 
Normally,  absent  indications  of  willful 
violations,  the  Commission  will  ac¬ 
celerate  the  effective  date  of  registration 
upon  request  and  after  correction  of  all 
deficiencies. 
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§  202.4  Facilitating  administrative  hear¬ 
ings. 

(a)  Applications,  declarations,  and 
other  requests  involving  formal  Com¬ 
mission  action  after  opportunity  for 
hearing  are  scrutinized  by  the  appropri¬ 
ate  division  for  conformance  with 
applicable  statutory  standards  and  Com¬ 
mission  rules  and  generally  the  filing 
party  is  advised  of  deficiencies.  Prior  to 
passing  upon  applications  and  declara¬ 
tions  the  Commission  receives  the  views 
of  all  interested  persons  at  public  hear¬ 
ings  whenever  appropriate;  hence,  any 
applicant  or  declarant  seeking  Commis¬ 
sion  approval  of  proposed  transactions 
by  a  particular  time  should  file  his  ap¬ 
plication  or  declaration  in  time  to  allow 
for  the  presentation  and  consideration 
of  such  views. 

(b)  After  the  staff  has  had  an  op¬ 
portunity  to  study  an  application  or 
declaration,  interested  persons  may  in¬ 
formally  discuss  the  problems  therein 
raised  to  the  extent  that  time  and  the 
nature  of  the  case  permit  (e.g.,  con¬ 
sideration  is  usually  given  to  whether  the 
proceeding  is  contested  and  if  so  to  the 
nature  of  the  contest).  In  such  event, 
the  staff  will,  to  the  extent  feasible,  ad¬ 
vise  as  to  the  nature  of  the  issues  raised 
by  the  filing,  the  necessity  for  any 
amendments  to  the  documents  filed,  the 
type  of  evidence  it  believes-  should  be 
presented  at  the  hearing  and,  in  some  in¬ 
stances,  the  nature,  form,  and  contents 
of  documents  to  be  submitted  as  formal 
exhibits.  The  staff  will,  in  addition, 
generally  advise  as  to  Commission  policy 
in  past  cases  which  dealt  with  the  same 
subject  matter  as  the  filing  under  con¬ 
sideration. 

(c)  During  the  course  of  the  hearings, 
the  staff  is  generally  available  for  in¬ 
formal  discussions  to  reconcile  bona  fide 
divergent  views  not  only  between  itself 
and  other  persons  interested  in  the  pro¬ 
ceedings,  but  among  all  interested  per¬ 
sons;  and,  when  circumstances  permit, 
an  attempt  is  made  to  narrow,  if  possible, 
the  issues  to  be  considered  at  the  formal 
hearing. 

(d)  In  some  instances  the  Commis¬ 
sion  in  the  order  accompanying  its  find¬ 
ings  and  opinion  reserves  jurisdiction 
over  certain  matters  relating  to  the  pro¬ 
ceeding,  such  as  payment  of  fees  and 
expenses,  accounting  entries,  terms  and 
conditions  relating  to  securities  to  be 
issued,  and  other  matters.  In  such  cases, 
upon  receipt  of  satisfactory  information 
and  data  the  Commission  considers 
whether  further  hearing  is  required  be¬ 
fore  releasing  jurisdiction. 

§  202.5  Enforcement  activities. 

(a)  Where,  from  complaints  received 
from  members  of  the  public,  communica¬ 
tions  from  Federal  or  State  agencies,  ex¬ 
amination  of  filings  made  with  the  Com¬ 
mission,  or  otherwise,  it  appears  that 
there  may  be  violation  of  the  acts  ad¬ 
ministered  by  the  Commission  or  the 
rules  or  regulations  thereunder,  a  pre¬ 
liminary  investigation  is  generally  made. 
In  such  preliminary  investigation  no 
process  is  issued  or  testimony  compelled. 
When  it  appears  from  information  ob¬ 
tained  either  with  or  without  a  prelimi¬ 
nary  investigation  that  there  is  a  likeli- 
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hood  that  a  violation  has  been  or  is  about 
to  be  committed  and  that  the  issuance  of 
process  may  be  necessary,  the  matter  is 
reported  to  the  Commission,  which  may 
then  order  a  formal  investigation  or  ex¬ 
amination  if  it  is  deemed  necessary. 
Unless  otherwise  ordered  by  the  Com¬ 
mission,  the  investigation  or  examination 
is  nonpublic  and  the  reports  thereon  are 
for  staff  and  Commission  use  only. 

(b)  Where  it  appears  after  investiga¬ 
tion  or  otherwise  that  there  has  been  a 
violation  of  any  of  the  provisions  of  the 
acts  administered  by  the  Commission  or 
the  rules  or  regulations  thereunder,  the 
Commission  may  take  one  or  more  of  the 
following  actions:  institution  of  ad¬ 
ministrative  proceedings  looking  to  the 
imposition  of  remedial  sanctions,  initia¬ 
tion  of  injunction  proceedings  in  the 
courts,  and,  in  the  case  of  a  willful  viola¬ 
tion,  reference  of  the  matter  to  the  De¬ 
partment  of  Justice  for  criminal  prose¬ 
cution.  The  Commission  may  also  on 
some  occasions  refer  the  matter  to  other 
Federal  agencies.  State  authorities  or 
organizations  such  as  the  stock  ex¬ 
changes  or  the  National  Association  of 
Securities  Dealers,  Inc. 

§  202.6  Adoption,  revision,  and  rescis¬ 
sion  of  rules  and  regulations  of  gen¬ 
eral  application. 

(a)  The  procedure  followed  by  the 
Commission  in  connection  with  the 
adoption,  revision,  and  rescission  of  rules 
of  general  application  necessarily  varies 


in  accordance  with  the  nature  of  the 
rule,  the  extent  of  public  interest  therein, 
and  the  necessity  for  speed  in  its  adop¬ 
tion.  Rules  relating  to  Commission 
organization,  procedure  and  manage¬ 
ment,  for  example,  are  generally  adopted 
by  the  Commission  without  affording 
public  discussion  thereof.  On  the  other 
hand,  in  the  adoption  of  substantive 
rules  materially  affecting  an  industry  or 
a  segment  of  the  public,  such  as  account¬ 
ing  rules,  every  feasible  effort  is  made  in 
advance  of  adoption  to  receive  the  views 
of  persons  to  be  affected.  In  such  cases, 
proposals  for  the  adoption,  revision,  or 
rescission  of  rules  are  initiated  either  by 
the  Commission  or  by  members  of  the 
public,  and  to  the  extent  practicable,  the 
practices  set  forth  in  paragraph  (b)  of 
this  section  are  observed. 

(b)  After  preliminary  consideration 
by  the  Commission  a  draft  of  the  pro¬ 
posed  rule  is  published  in  the  Federal 
Register  and  mailed  to  interested  per¬ 
sons  (e.g.,  other  interested  regulatory 
bodies,  principal  registrants  or  persons 
to  be  affected,  stock  exchanges,  profes¬ 
sional  societies  and  leading  authorities 
on  the  subject  concerned,  and  other  per¬ 
sons  requesting  such  draft)  for  criticism 
and  suggestions.  Unless  otherwise  re¬ 
quested  written  comments  and  sugges¬ 
tions  received  become  a  part  of  the 
public  record  upon  the  proposed  rule. 
Following  analysis  of  comments  and 
suggestions  received,  the  rule  may  be 
adopted  in  the  form  published  or  in  re¬ 


vised  form  in  the  light  of  such  comments. 
In  some  cases  a  revised  draft  is  prepared 
and  published  and,  where  appropriate,  a 
public  hearing  may  be  held  before  final 
action  upon  the  proposal.  Any  inter¬ 
ested  person  may  appear  at  the  hearing 
or  may  submit  written  comment  for  con¬ 
sideration  in  accordance  with  the  Com¬ 
mission’s  notice  of  the  rule-making  pro¬ 
cedure  to  be  followed.  The  rule  in  the 
form  in  which  it  is  adopted  by  the  Com¬ 
mission  is  publicly  released  and  is  pub¬ 
lished  in  the  Federal  Register. 

§  202.7  Submittals. 

All  required  statements,  reports,  ap¬ 
plications,  etc.,  must  be  filed  with  the 
central  office  of  the  Commission,  except 
that  letters  of  notification  filed  pursuant 
to  §§  230.251  et  seq.  of  this  chapter,  under 
the  Securities  Act  of  1933  and  reports  of 
financial  condition  by  exchange  mem¬ 
bers,  brokers,  and  dealers  required  by 
§  240.17a-5  of  this  chapter  under  the 
Securities  Exchange  Act  of  1934  must  be 
filed  with  the  appropriate  regional  of¬ 
fice  as  provided  in  $  230.255(a)  of  this 
chapter  under  the  Securities  Act  of  1933 
and  §  240.17a-5(a)  of  this  chapter  under 
the  Securities  Exchange  Act  of  1934, 
respectively. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

June  30,  1960. 

[F.R.  Doc.  60-6477;  Filed,  July  14,  1960; 

8:45  am.] 


